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BRIEFING - BUDGET ENFORCEMENT
PROCEDURES IN THE HOUSE

Friday, September 26, 1997

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON LEGISLATIVE AND BUDGET PROCESS,
COMMITTEE ON RULES,
Washington, D.C.

The subcommittee met, pursuant to call, at 9:30 a.m. in Room H-
313, The Capitol, Hon. Porter J. Goss [chairman of the subcommit-
tee] presiding.

Present: Representatives Goss, Linder, Pryce, Hastings and Solo-
mon.Also Present: Representative Dreier.

Mr. Goss. The briefing will come to order.

I thank Members for being here this morning.

This is a continuation of our series on understanding and aware-
ness about our budget process for preparation for further reform.
Simplification and accountability, I think, are areas that we are
very interested in. Enforcement is another subject that has been
suggested recently on the House floor. I know Members have busy
schedules, and I am grateful that they have taken the time, the
fact that we have this many members of the committee—and I un-
derstand others may come in as we go on—shows our commitment
to what we are about.

We are very grateful for the folks who are going to be with us
this morning. I have to make one administrative announcement, to
put Chairman Solomon at ease. The picture of Richard Bolling is
safely ensconced in the Chairman’s office. It will return. We needed
the space.

Mr. DREIER. We just wanted to see the Solomon portrait up
there.

The CHAIRMAN. I do not want to get involved in the taking down
of portraits.

Mr. Goss. I know that sometimes it gets to be an issue in this
room. So I wanted to be sure that everybody knew exactly what
was going on. There was no political agenda involved in this thing
at all.

I have a brief statement.

Mr. DREIER. Explain why it was taken down.

Mr. Goss. Why it was taken down was so that we would have
1:hei:l opportunity for technical display, which I hope we will be able
to have.

Mr. DREIER. Which we are not going to have, apparently.

Mr. Goss. I read in a note that apparently that may not happen,
but also that is not a hidden agenda.

o)
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Mg DREIER. So should we go and get Bolling’s portrait right
now?

Mr. Goss. Perhaps we should, if anybody is uncomfortable. Oth-
erwise, we will proceed. I am going to read a brief statement for
the record.

First of all, I do thank Members and our briefers for being here.
I think everybody knows this is unfinished business, the question
of the budget process. Going back to the outset of the 104th Con-
gress, the committee under Chairman Solomon’s leadership began
a comprehensive review of the congressional budget process, par-
ticularly the procedures that fall directly within our oversight pur-
view.

In 1995, we held three joint subcommittee hearings with Chair-
man Dreier, Chairman Solomon, and myself, and throughout 1995
and 1996 we worked long and hard on the line-item veto and the
deficit reduction lockbox, two specific budget process measures
which we are all familiar with. All the while, we have attempted
to work with our colleagues on both sides of the aisle with specific
concerns with existing procedures and offered a variety of proposals
for some reform.

Our subcommittee is sponsoring today’s seminar because I be-
lieve we have an obligation to the House to better inform ourselves
on the nuts and bolts of the congressional budget process because
we have got more work to do, and this would be a good foundation
for it.

As Members recall, we recently went through floor consideration
of a bipartisan proposal to rewrite the budget process known as the
Barton-Stenholm bill. At that time it was clear that many Mem-
bers of the House do not fully understand the complexities and de-
tails of the process. It is also clear that there is strong sentiment
about the excessive confusion and lack of accountability offered by
current procedures. Frankly, our colleagues look to this committee
for guidance, for advancement of responsible reform ideas, and we
have had a number of requests to get on with this job.

Chairman Solomon and I have committed to developing a pro-
posal before the end of this Congress, and of course, Chairman
Dreier was involved in extensive hearings in the previous Congress
on the same subject.

I would like to introduce our briefers for today and point out that
Members have already received biographical information on each of
them. It is a fairly unique event this morning that involves the
best budget process minds of three separate agencies. Each agency
has expertise and we expect it will be a case where the whole will
be greater than the sum of its parts. In addition, we are going to
experiment with bringing the Rules committee into the 20th cen-
tury and offer Members and staff some basic presentation—how-
ever, apparently we are going back to the 19th century, because
the 20th century plug didn’t work or something. What happened?

The CLERK. We are missing the necessary equipment.

The CHAIRMAN. Back to reality.

Mr. Goss. Chairman Solomon prevails.

Thank you all for taking the time to be here today. We will begin
with Bob Keith of CRS, who will be followed by Jim Saturno of
CRS, then Sue Irving of GAO, and then Mr. Horney of CBO.
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Obviously, I would like to thank Stan Bach and John Kelley of
CRS; Bob Sexton, Chris Bonham, and John Mingus of GAO; and
Sandy Davis of CBO for the help of pulling this together, as well
aﬁ our own staff who has worked extensively and excessively on
this.

The agenda I believe Members have shows an overview of 20
minutes that Bob Keith will do, and then we go to Jim Saturno’s
piece and so forth, and they are all identified by subject matter.
And I would also, rather than reading it, I will put in the record
the backgrounds on our briefers, the bios. Members who wish to
take a look at that during the course of the day, please do.

There is also a memo I think all Members have of how we got
where we are. There is a pretty complete package so we are not
jumping in totally cold on this thing. We will make sure that the
record is provided with all of those materials, and we will begin
with Bob Keith.

STATEMENT OF BOB KEITH, CONGRESSIONAL RESEARCH
SERVICE

Mr. KeITH. Thank you, Mr. Chairman, Mr. Goss.

On behalf of the panel, let me just express our gratitude in being
asked here today to discuss this important issue. The topic of budg-
et enforcement in the House of Representatives is potentially a
very broad one. The authorities that underpin enforcement encom-
pass not only rulemaking provisions in statute and other statutory
provisions, the standing rules of the House, standing unanimous
consent agreements, committee rules, and party conference and
caucus guidelines, but also practices, conventions, and norms as
well. Enforcement applies to many different types of issues, such
as substantive budget policies, the timing of legislative actions, and
the separation of distinct budget processes, among others.

For purposes of this briefing, we have been asked to focus on the
aspects of budget enforcement that are most important to the ac-
tivities of this committee. Consequently, we will discuss mainly
those procedures that stem from the rules of the House and affect
legislative activity, principally rulemaking provisions in the two
major budget process statutes.

Further, the discussion will center on the enforcement of sub-
stantive budgetary policies and budgetary timing requirements.
Other issues, such as the enforcement of the boundaries between
the authorization and the appropriation processes under Rule XXI,
can be taken up at a later time.

In this instance, substantive budgetary policies may involve fair-
ly broad matters, such as the appropriate level of discretionary
spending; more specific matters, such as the appropriate level of
spending under the control of a particular committee; and more
specific matters still, down to the level of the line item.

Budget enforcement thus deals with such diverse questions as:
Are the costs of the pending legislation consistent with the overall
spending levels established in the budget resolution? Does the
spending recommended in this legislation constitute an unfunded
mandate? Is this legislation being considered in a timely manner
as prescribed in the budget process timetable?
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I will provide a brief overview of these budget enforcement rules
and procedures, and my colleagues will explain them, and illustrate
their use, in more detail.

As we all painfully are aware, budget enforcement is an exceed-
ingly complex topic and this complexity often leads to confusion.
We had prepared a number of visual aids for use in this presen-
tation—you should have hard copies—and I want to thank John
Mingus of GAO in preparing these for us. Unfortunately, it appears
that our projection equipment is surplus from the MIR space sta-
tion, so we will have to send it back.

In this overview, I will identify and summarize key budget en-
forcement procedures, discuss the role of this committee in the en-
forcement process, and comment on some recent trends.

Budget enforcement occurs principally along a dual track involv-
ing procedures under the Congressional Budget Act of 1974, which
established a congressional budget process, and the Balanced
Budget and Emergency Deficit Control Act of 1985, which estab-
lished the sequestration process. The latter measure is more com-
monly known as the Gramm-Rudman-Hollings (GRH) act.

Both acts have been amended substantially several times. Most
recently, they were both amended by the Budget Enforcement Act
of 1997. That was title X of the first of two reconciliation acts just
passed.

Sequestration is an executive rather than a legislative process,
and the Rules Committee is not involved in its basic operation.
However, its central purpose is to force the President and Congress
to reach agreement on budgetary measures through the regular
legislative process in order to avoid the automatic, across-the-board
cuts of a sequester. Consequently, the House and Senate have
shaped their budget enforcement procedures to give themselves
every opportunity to avoid a sequester, and the congressional budg-
et process uses some of the same terms and concepts that are used
in the sequestration process.

Every time the House and Senate act on a budgetary measure,
they must be mindful of the implications down the road for the se-
questration process. In some ways, this has complicated the task
of keeping the differences between these two enforcement tracks
straight. So, although you are generally familiar with the features
of both acts, it might be helpful at this point to briefly compare and
contrast them from the perspective of budget enforcement.

If you turn to your visual aids, we will look at the first one, la-
beled "Dual Enforcement Tracks,” and you see two columns. The
one on the left covers the congressional budget process and the col-
umn on the right covers the sequestration process.

As I mentioned, the authority underpinning the congressional
budget process is the Congressional Budget Act of 1974, and the se-
questration process stems from the Balanced Budget and Emer-
gency Deficit Control Act of 1985.

Both processes apply to all types of measures, but the enforce-
ment level differs. In the case of the congressional budget process,
these decisions are enforced for revenues, spending, and the debt
limit—full components of the Federal budget. In the case of seques-
tration, violations are enforced solely on the spending side.
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Enforcement under the congressional budget process occurs
throughout the session during the consideration of individual meas-
ures. It is a legislative enforcement process. The executive enforce-
ment process under sequestration, however, only occurs after a ses-
sion of Congress has ended. The GRH act requires OMB to issue
a sequestration report within 15 days after the session of Congress
ends, and the President is required to issue an order in strict con-
formity with that report and must do so immediately.

There is one situation where a sequester could occur during the
session, and that is within the context of action on a supplemental
appropriations bill. But generally speaking, we think of a sequester
occurring after the end of the session, taking into account legisla-
tive action.

Under the congressional budget process, Social Security and the
Postal Service are exempt. They are off-budget entities. Although
I must say Social Security is such a large program, its effects can-
not be ignored, and information about Social Security arises all of
the time in the congressional budget process. But it is not included
in the overall numbers that both chambers use for enforcement.

To make the matter more complex, the Senate does stick into the
budget resolution some numbers relating to Social Security, but
that is for purposes of the enforcement of a freestanding provision
in the law that the Senate uses, not for enforcement of the budget
process generally.

In the sequestration process, Social Security and the Postal Serv-
ice are exempt, but so are many other programs—relatively few on
the discretionary side, but quite a few on the mandatory side.

The congressional budget process relies on points of order based
on the budget resolution; sequestration relies on the sequestration
order from the President, based on an OMB report.

Finally, the principal enforcement mechanisms that we are con-
cerned with today under the congressional budget process are
spending suballocations and reconciliation, and under the seques-
tration process, the discretionary spending limits and the pay-as-
you-go requirement. This deserves fuller discussion.

With regard to the last comments on the slide, it is apparent that
the dichotomy between discretionary spending on the one hand,
and direct spending and revenues on the other, is very important
for budget enforcement. The dichotomy reflects different procedures
for fundamentally different components of the budget involving dif-
ferent types of budgetary transactions, committee relationships,
programmatic characteristics and so on.

Generally speaking, discretionary spending is provided in annual
appropriation acts, except for that portion that covers appropriated
entitlements, such as Medicaid. Discretionary spending finances
the routine operations of the Federal Government. Legislation pro-
viding discretionary spending falls under the jurisdiction of the Ap-
propriations Committees and must be acted on every year.

Direct spending, which sometimes is called mandatory spending,
is spending that falls outside the control of the annual appropria-
tions process. For the most part, direct spending funds permanent
entitlement programs such as Medicare and Federal employees’ re-
tirement. The food stamp program is specifically identified in law
as a direct spending program. Laws providing direct spending fall
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under the jurisdiction of the legislative committees, especially the
House Ways and Means and Senate Finance Committees. Usually
legislation affecting direct spending programs is acted on only if
the committee of jurisdiction chooses to initiate those changes or is
complying with a reconciliation instruction.

Under the recent budget agreement, direct spending is expected
to grow by about $300 billion from fiscal year 1998 to fiscal year
2002, increasing from $1.6 trillion to $1.9 trillion during that pe-
riod. This is in contrast to discretionary spending, which holds
roughly steady at about $560 billion during this period.

Mr. Goss. What is the period again?

Mr. KEITH. Fiscal year 1998 through 2002, the standard 5-year
interval.

Except for a period of several years in the 1980s when defense
spending was increased markedly, direct spending and interest
have been the engines of growth in the Federal budget.

In the congressional budget process, there are various mecha-
nisms to control discretionary and direct spending. The chief en-
forcement tool for discretionary spending is the suballocation of
spending in the budget resolution to each of the appropriations
subcommittees. For direct spending, as well as revenues, it is the
reconciliation process.

In the sequestration process, discretionary spending is controlled
by limits on budget authority and outlays for different categories.
Direct spending is controlled under the pay—as—you—go, or PAYGO
process, which requires that direct spending and revenue legisla-
tion enacted for a fiscal year not increase the deficit in the net. In
other words, that it be deficit neutral. These procedures, which
were first put into place in 1990, superseded the deficit targets
originally established in the Gramm-Rudman-Hollings act.

The PAYGO process does not address enforcement of the "base”
of direct spending. For example, estimates of entitlement spending
can increase during the session due to changing assumptions about
the number of beneficiaries and no procedural consequences will
ensue. The PAYGO process only deals with the budgetary con-
sequences of legislative action. The reconciliation process, in con-
trast, enables Congress to affect the direct spending base by reach-
ing in and revising the legislation that established entitlement pro-
grams.

The Budget Enforcement Act, or BEA, of 1997, made a number
of changes in both the sequestration process and the congressional
budget process. The chief purpose of these changes is to ensure
that the budgetary savings achieved in the two reconciliation bills
is preserved over the next 5 years.

First, the discretionary spending limits and PAYGO process,
which were slated to expire at the end of fiscal year 1998, were ex-
tended through fiscal year 2002. In the case of the PAYGO process,
the procedures remain in effect for another several years after that,
through fiscal year 2006, to deal with the long-term consequences
of any revenue or direct spending legislation enacted through 2002.

In the case of the discretionary spending limits, new categories
were instituted. For the first two of these five years, they distin-
guish between defense and nondefense spending. Also, for the first
three years of this period, spending for violent crime reduction pro-
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grams is separated out. Toward the end of the process, all discre-
tionary spending is lumped together into one category.

In 1990, some temporary changes in procedure were put into a
new Title VI of the 1974 Congressional Budget Act. The BEA of
1997 repealed Title VI. It made some of the temporary changes
permanent and it dispersed these new permanent provisions to
other sections of the act. Perhaps most importantly, the temporary
requirement that the budget resolution cover a minimum of five fis-
cal years instead of three was made permanent. So we are fixed on
a 5-year cycle now.

Expanding the time horizon of the budget resolution is an impor-
tant element of enforcement because it provides an incentive for
more deliberate restructuring of programs to save costs and a dis-
incentive to use budget gimmicks, such as shifting costs to a later
fiscal year not covered by the budget resolution.

Title VI also made temporary changes in the process of making
and enforcing allocations and suballocations of spending under a
budget resolution. The BEA of 1997 made these temporary require-
ments permanent and restored them back to Title III. Now that ev-
eryone has become accustomed to calling them Section 602(b) sub-
allocations, we have to revert back to calling them Section 302(b)
suballocations.

As a general matter, the commonalities of budget enforcement
between the House and Senate are very strong. The two bodies
reach concurrence on a budget plan each year and rely principally
on reconciliation and spending allocation procedures to ensure com-
pliance. However, there is also considerable divergence between the
two bodies in enforcement procedures.

The Senate has developed its own approach and methods of en-
forcement in some areas. For example, the Senate has the so-called
Byrd Rule, incorporated into the 1974 Budget Act as Section 313,
to bar extraneous matter from reconciliation bills, and it also has
a special pay-as-you-go point of order that deals with the impact
?f revenue and direct spending legislation over a 10-year time-
rame.

Just like other areas of legislative procedure, the fact that the
Senate has a different way of doing things can raise important,
even difficult, implications for the House. Although the House may
have no comparable rule on a particular matter, it may be com-
pelled at times to enforce a comparable approach to avoid legisla-
tive deadlock with the Senate.

Many observers cite the Byrd Rule as the prime example in re-
cent years of a source of procedural friction between the two bodies.
The House also has had to wrestle with the problem of extraneous
matter in reconciliation bills, and the existence of the Senate’s com-
plicated and stringent rule on the matter undoubtedly has had
some effect on the House’s response. Over the years, the respon-
sibility for dealing with extraneous matter in the House has fallen
largely to the Rules Committee, which has had to craft special
rules on reconciliation bills making in order amendments to strike
such matter or to deal with it in some other fashion.

The BEA of 1997 continues the pattern of diverging House and
Senate practices. For example, it incorporates into the 1974 act two
Senate procedures, established previously in budget resolutions,
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sanctioning the use of so-called reserve funds and providing for a
point of order against a budget resolution or spending legislation
that violates the discretionary spending limits.

Let’s focus now on the role of the Rules Committee in enforce-
ment.

The Rules Committee plays a pivotal role in the operation of
budget enforcement procedure in the House. It does so chiefly in
two ways. First, as mentioned previously, it crafts special rules pro-
viding for the consideration of budgetary measures. Second, as a
matter of original jurisdiction, it shares responsibility with the
Budget Committee (and the Government Reform and Oversight
Committee) for oversight and reform of the congressional budget
process. We will discuss this in more detail in a moment.

The House Budget Committee, of course, also has a key role in
terms of budget enforcement, and it is important to distinguish its
role from that of the Rules Committee. The Budget Committee’s
principal role is to enforce substantive budget policies as reflected
in the budget resolution. To a considerable degree, this means that
the Budget Committee is the guardian of the numbers. Undoubt-
edly, the Budget Committee’s concerns go far beyond merely enforc-
ing the numbers, but this is a fundamental aspect of its role.

In order to carry out this role, the Budget Committee necessarily
has a close relationship with the Congressional Budget Office
(CBO)—probably a closer relationship than any other House com-
mittee. Two of CBO’s main functions, preparing cost estimates on
legislation and scorekeeping reports, are vital to enforcing budget
numbers.

Additionally, the Budget Committee must have close ties with
each committee that reports budgetary legislation. Three—way con-
sulting—between the Budget Committee, CBO, and the other com-
mittees—allows potential violations of substantive budget policies
to be identified and, in many cases, to be corrected before legisla-
tion is reported. Part of the Budget Committee’s role in this regard
sometimes is to educate committees as to particular procedural re-
quirements and how potential violations may be rectified. How the
Budget Committee performs its role, therefore, can have a consider-
able impact on the nature and extent of the enforcement problems
faced by the Rules Committee.

Finally, the Budget Committee must consult closely with the
Rules Committee regarding its position on enforcement problems
associated with reported legislation and possible amendments.
Thus, the Budget Committee serves as an advisor to the Rules
Committee, exercising most of its enforcement duties in sequence
before the Rules Committee becomes engaged. During floor action
on measures, however, the Budget Committee supplies the Chair
with any budget estimates that are needed to determine whether
legislation violates the Budget Act.

While the Budget Committee is the guardian of the numbers, the
Rules Committee’s role on budget enforcement is different. In
crafting a special rule, the committee shapes the legislative options
by recommending which, if any, points of order should be waived
against the consideration of a measure, amendments to it, or a con-
ference report on it. Enormous procedural and political complex-
ities may lie under the surface of these seemingly simple choices.
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Some waivers may involve substantive enforcement, allowing the
House to consider proposals that deviate materially from the budg-
et plan and otherwise could not be considered. Other waivers may
involve only technical matters, where substantive enforcement is
not an issue. Waivers may be needed to counteract undue rigidity
in the rules, to deal with unforeseen situations, or to resolve the
unintended consequences of the rules.

While the Budget Committee carries out its enforcement activi-
ties primarily with the intent of preserving the budget levels and
the major policy assumptions embedded in the resolution, the Rules
Committee must address other concerns as well. These may include
the impact of enforcement decisions on legislative operations and
the flow of legislation; ensuring fair representation in the political
process to divergent views; promoting a reasonable balance be-
tween budget control and other contending values; moderating ju-
risdictional conflicts between committees; and preserving the pre-
rogatives of the House.

The two committees also influence enforcement activities by pur-
suing changes in the congressional budget process, as evidenced
most recently by the BEA of 1997. While both committees have
been involved in the budget process changes made over the years
by rulemaking and other provisions in statute, they pursue other
routes of reform as well. The Budget Committee may take advan-
tage of the so—called elastic clause in Section 301 of the Budget Act
to modify budget resolution content and associated procedures. The
Rules Committee sometimes makes changes in House budget proce-
dures in the rules package adopted at the beginning of each Con-
gress. Section 301(d) of the Budget Act triggers a sequential refer-
ral to the Rules Committee if any changes recommended in the res-
olution by the Budget Committee would have the effect of changing
House rules.

What are the recent trends in budget enforcement in the House?
This is a very difficult question to answer. Certainly the overall
budgetary picture, especially with regard to the deficit, is brighter
now than it has been in decades. It seems reasonable to give budg-
et enforcement procedures a share of the credit, along with favor-
able economic developments and other factors. Congress displays a
certain satisfaction with current enforcement procedures, having
just extended them for another 5 years in the BEA of 1997.

Yet, concerns about budget enforcement remain in the forefront.
Members seem to be especially bothered by continuing difficulties
in controlling the base of direct spending. The solution for this
problem apparently is not readily at hand in view of the recent re-
jection by the House of legislation to establish entitlement caps.

An important factor that stymies any evaluation of budget en-
forcement procedures is that principally they present a deterrent
effect, and deterrence is a hard thing to quantify. How many poten-
tial violations of the budget were not attempted because of the ex-
istence of effective procedures?

One observation that can be made with certainty is that change
in budget enforcement procedures is a perennial feature of the leg-
islative process. Some of this drive for change is born of failure; for
example the deficit targets did not work in the late 1980s, so new
forms of control took their place.
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Recent changes, over the past decade or so, reflect new ap-
proaches to enforcement, and I will briefly finish by commenting on
three.

First, the House and Senate have placed a greater reliance on
the President and automatic mechanisms. The establishment of the
sequestration process and the recent line-item veto procedures give
evidence to this trend. It suggests a growing doubt on the part of
Congress in its ability to police its own actions.

Second, the House and Senate have increased the scope and
number of congressional rules. This second trend seemingly con-
tradicts the first. As the House and Senate have chosen to shift
more authority to the executive or to formulaic approaches, it si-
multaneously has chosen to strengthen and enlarge its own en-
forcement efforts. The supermajority requirement for votes on tax
rate increases and new procedures for controlling unfunded man-
dates testify to this trend.

Third, and finally, the House and Senate have taken actions to
streamline and simplify many aspects of budget enforcement. This
third trend is a natural reaction to the second. As enforcement
rules proliferate in scope and number, unwanted complexity and
workload grows too.

In 1990, Congress established discretionary spending limits, but
made them adjustable for a number of factors so that a sequester,
or a threat of one, would not arise unnecessarily. The House and
the Senate have applied this type of streamlining to its own rules
too. For example, the BEA of 1997 adds Section 314 to the 1974
Budget Act to adjust the appropriate budget resolution levels for
certain legislation when similar adjustments are made in the dis-
cretionary spending limits. These adjustments would pertain to
such things as emergency legislation, continuing disability reviews,
the IMF, and international arrearages. There is a small category
of them. By determining in advance the set conditions under which
particular budgetary constraints will be allowed to flex, the House
and Senate sidestep the need to deal with these enforcement issues
later on.

In this regard, one of the changes made by the BEA of 1997 is
particularly important for the activities of the Rules Committee. It
adds a new Section 315 to the 1974 Budget Act, making it unneces-
sary to waive the act when the source of the violation in the re-
ported bill is removed under the terms of a special rule—an exam-
ple, if you will, of demand management.

Jim Saturno will now address particular points of order under
the 1974 Budget Act.

Mr. Goss. Thank you very much, Mr. Keith, for what is a good
presentation of the landscape and some of the more prominent fea-
tures in it.

Anybody who wants questions at any time, that is sort of the
general wrap-up, and now I think we are going to get a little more
specific, if I am not mistaken. Anybody who has a question to ask
at any time, please do.

Mr. Goss. Go ahead Mr. Saturno.
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STATEMENT OF JAMES SATURNO, CONGRESSIONAL
RESEARCH SERVICE

Mr. SATURNO. Before we move on to really talking about the spe-
cific points of order, one of the things that I wanted to address was
the volume of points of order, because the number of points of
order, the number of prohibitions that appear in the Budget Act,
have been one of the things that contribute to the idea that the
budget process is overly complex and difficult to understand. And
when you look at, I believe, one of the handouts, that seems to be
born out. There are, in fact, a lot of points of order that are estab-
lished by the Budget Act.

Mr. Goss. That is Pages five and six?

Mr. SATURNO. Yes, I believe so. Let me note that there is a lot
of double counting among the various categories I have used be-
cause some of the points of order that apply to discretionary spend-
ing also apply to mandatory spending, some of the points of order
that are directed at the issue of timing of legislation are also count-
ed under discretionary or mandatory spending, and so forth. But no
matter how you count them, there are a lot of provisions in the
Budget Act that at least potentially give rise to points of order.

One way to sort of get a handle on the process is to look at which
provisions are, in fact, applicable in the House, and in that cir-
cumstance, the number of potential points of order drops dramati-
cally. In particular, points of order concerning the budget resolu-
tion drop from about seven to only one. The rest of these points of
order apply to the Senate, and were created to address problems
that could arise because of the way the Senate considers the budget
resolution versus the way the House considers the budget resolu-
tion.

When the House considers amendments to the budget resolution,
they typically consider complete substitutes, so problems like mak-
ing sure there is one set of economic assumptions or making sure
that the numbers in the budget resolution remain consistent at the
end do not raise difficulties; whereas individual amendments to in-
dividual portions of the budget resolution on the Senate side do at
least potentially give rise to those problems.

So the number of points of order that actually apply in the House
is substantially smaller than the total number of points of order,
and I will try to confine my remarks to these.

It should be noted, however, that points of order do not represent
the only requirements established by the Budget Act. There are
other requirements that are not typically considered to be points of
order, such as the prohibition in section 305, against motions to re-
commit on the budget resolution, or section 308, which requires
cost estimates when available.

So points of order do not tell the entire part of the budget proc-
ess, but the process does become understandable when looking at
the points of order and the specific sets of requirements that they
establish.

Which points of order are the ones most frequently waived is
also, in part, a look at what the most difficult parts of the Budget
Act to comply with are. Section 302(f) applies to legislation or
amendments which would cause allocations to be exceeded. It has,
over the course of a long number of years, been the primary point
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of order that has been the subject of waivers, frequently for author-
izing legislation that includes some direct spending provisions.

In the last Congress, section 308, which concerned the number
of reports issued to include cost estimates was waived a number of
times. As I mentioned earlier, that previously wasn’t typically con-
sidered to be a point of order, and so I am not sure whether there
is any sort of strong basis of comparison for the increased use of
that waiver in the last Congress. Not counting blanket waivers,
there has rarely been more than two or three waivers of any single
point of order in the past several Congresses.

Deadlines and other requirements also exist in the Budget Act,
but these are also not typically subject to points of order. April
15th, as the deadline for completion of action on the budget resolu-
tion, is rarely achieved, but there is no sanction against this, no
point of order that can be applied or that needs to be waived. Like-
wise, the target dates and deadlines that are included in section
300 of the Budget Act that apply to the appropriations process re-
flect the pace of, and practice of, the appropriations process in the
House and do not readily admit to having any sort of point of order
applied.

I should also mention one change that was made this year re-
garding how points of order apply in the House. As now provided
in Section 315 of the Budget Act, for cases in which a measure is
considered pursuant to a special rule, a point of order which would
ordinarily lie against a bill "as reported” would instead apply to a
substitute made in order by the rule. In this way no point of order
would apply, and no waiver would be necessary, if the substitute
resolved the problem. So with that said, I would like to look at the
points of order related to discretionary spending.

Section 302(c) and section 303(a) and section 309 are three provi-
sions which deal with the timing of legislation. In particular, 302(c)
prohibits the consideration of measures within the jurisdiction of
the Appropriations Committee until they have made the suballoca-
tions that are required under 302(b).

Similarly, 303(a) prohibits the consideration of legislation which
provides new budget authority, as well as changes in revenues or
changes in the public debt until the budget resolution for a fiscal
year has been agreed to.

In both of those cases, the rule is put into place specifically to
require that a plan be adopted before the individual pieces be al-
lowed to proceed through the legislative process; that Congress be
allowed to see how the pieces should fit together before they are
required to look at any of the pieces separately.

Section 309, the other provision dealing with timing, prohibits
the House from considering an adjournment resolution of more
than 3 calendar days during the month of July until the House has
approved all regular appropriations bills for the upcoming fiscal
year. In that case, it is intended at least to act as an enforcement
for the typical calendar that the House appropriations process oper-
ates under. That is, for the House to finish appropriations before
the August recess.

It has rarely been waived because the House typically does not
attempt to take a long recess in July, and so it is a point of order
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that has not come into play very much since its inception as a part
of the Budget Act.

More important for the purposes of understanding how the ap-
propriations process and the Congressional Budget Act work to-
gether is to look at the allocation system under 302(a) and 302(b).
302(a) reflects the amounts of money that is allocated to each com-
mittee for any spending within their jurisdiction, including the Ap-
propriations Committee; 302(b) reflects the suballocations that es-
sentially tell you how much money has been allocated by the Ap-
propriations Committee to each of the thirteen general appropria-
tions bills.

Both the suballocation and the total committee allocation are en-
forced through section 302(f).

In past practice, the suballocation ceiling served as a bar against
a significant number of amendments to appropriations bills when
they were considered on the House floor. The Appropriations Com-
mittee typically reports legislation which includes budget authority
up to the amount which has been allocated to that subcommittee
for that particular spending bill. This is certainly not an unex-
pected, or necessarily an undesirable, action by the Appropriations
Committee. However, points of order under 302(f) would prevent
consideration of any amendments to appropriations bills which
would cause, even temporarily, the allocation to that bill to be
breached. Therefore, any amendment which would add money
could only be offered after an amendment, and separate from, an
amendment which would reduce money.

As I said, this was a significant bar to amendments, which would
add money to appropriations bills. In the last Congress, however,
a new provision was added to rule XXI, clause (2)(f), which pro-
vides what is essentially an exception for the application of 302(f).
This new rule effectively allows for the amendment process on the
floor of the House to skirt a lot of problems which could be caused
by 302(f). That is, Members are allowed to offer amendments en
bloc which are deficit neutral. Therefore when two or more amend-
ments taken together do not add any additional budget authority
to an appropriations bill, they can be voted on as though they were
a single amendment.

These amendments are in order to be offered when the first ef-
fected provision in the bill comes up, whether that is a provision
that cuts money or whether that is a provision that adds money.
And further, these en bloc amendments are not subject to a de-
mand for division on the floor. That way, the House can not find
itself in a situation where it is voting on adding money when it in-
tended to simply make deficit neutral changes in the priorities
within the spending bill. This is a significant change in the way in
which the House does business, and in part reflects the desire to
have Members outside of the committee have influence on the
structure of appropriations bills, and have influence on the individ-
ual provisions in the appropriations bill.

And it certainly seems to have had that effect as shown by the
number of amendments to appropriations bills that were consid-
ered during the 104th Congress.

Another requirement established by the Budget Act is that con-
sideration of legislation that would cause budget authority or out-
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lays to exceed the total level set forth in the budget resolution is
not allowed. In the House, however, section 311(a) allows the meas-
ure to be considered as long as it the would not cause the commit-
tee’s allocation to be exceeded. Under the exception, the so—called
Fazio exception, there is no sanction, the total amount of budget
authority being exceeded.

Now, in most circumstances, you would expect that as long as
pieces remain within their preestablished limits, that the total
would not be exceeded, but because of the way spending is struc-
tured, that is not always the case. For example, if the projected
cost of entitlement spending in the jurisdiction of a single commit-
tee increased above their allocation, every other committee would
face a potential point of order against spending legislation in their
jurisdiction. Therefore, the House has decided that as long as com-
mittees remain true to the requirements placed upon them individ-
ually, that they do not, individually, remain responsible for the
total level of spending.

Mr. Goss. The sins of one committee cannot entirely be transmit-
ted to another committee; only partially?

Mr. SATURNO. That is right. In fact, one of the issues which my
colleagues may address more fully is that there are scorekeeping
conventions that exist outside of the explicit text of the Budget Act
that make committees less responsible for the actions of other com-
mittees. For example, one scorekeeping convention provides that
increases in mandatory spending included in an appropriations bill
is counted against the Appropriations Committee’s allocation, not
the allocation of the committee with jurisdiction over the program.

So, points of order against appropriations bills are directed to-
wards one of two things: making them fit into the calendar, that
is making sure appropriations bills fit into the plan and come after
the plan; and, more importantly, making them fit in within their
allocations so that the budgetary outcomes that are agreed to in
the budget resolution are achieved.

And now my colleague from GAO will talk about how points of
order apply to mandatory spending.

Mr. Goss. Hold on just for a second. Apparently, I am advised
that the 20th century does exist in this committee and we could get
equipment that could work. Do you want to plug it in?

Ms. IRVING. It is certainly up to you.

Mr. Goss. I am comfortable this way, but if you feel hampered
we could pause.

Ms. IRVING. I would have liked it better the other way from the
beginning.

Mr. Goss. Do we have anybody on staff who feels strongly about
it? Then we will just go on. I have been able to follow it well so
far.

STATEMENT OF SUE IRVING, GENERAL ACCOUNTING OFFICE

Ms. IRVING.I need to make one correction on my hard copy
"slide." The first budget section should say 303(a) not 303(c).

Usually we in GAO are here talking more about broader process
issues than the rules, but we are pleased to be asked to join the
people who live with you in a nitty-gritty, day-to-day world.
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As Bob Keith said, the side of the budget that is euphemistically
referred to as "mandatories” or archaically referred to as "direct
spending” has tended to drive the substantive results. That often
leads to people complaining that the process does not work. As I
have testified before, it is not that the process does not work; it is
that its reach was limited.

As Jim pointed out when he discussed the discretionary arena,
fundamentally the rules fall into a couple of categories. There are
rules that have to do with timing; these are the rules that seek to
require starting with an overall plan, and then moving to the spe-
cific bills. That is what 303(a) does.

There is, as you know, what used to be called the after-May-
15th-everybody-is-home-free-rule exception. But fundamentally, the
idea is that Congress reaches agreement on the plan and then
moves to the specific bills.

There remains a prohibition on adjournment in July until you
have completed reconciliation, but since any budget resolution con-
taining reconciliation instructions usually specifies a date, that
usilally supersedes the rule. So this rule is more a default-option
rule.

Then, and I have listed these on Page 14, there are a set of rules
that seek to enforce the agreed upon plan. These rules say do not
erode the fiscal plan. If you have changed your mind on the plan,
then change it explicitly. So analogous to the requirement in 302(f)
that the allocations on the appropriations side be recognized, there
is a similar one on the mandatory side, which is, excuse me, you
had a deal here, stick to it.

There is an important exception for PAYGO, which says if you
would be neutral overall you are okay. The basics of the PAYGO
rule are if you want to change the allocation a little, it is o.k. as
long as you are deficit neutral.

Section 310 requires amendments to reconciliation to be deficit—
neutral. You can come to the floor with an amendment that says,
"I would rather increase this more than that,” or "I would rather
cut this tax more than that tax,” but you cannot come to the floor
with an amendment that merely makes the result worse—even if
on its own it would be a wonderful idea.

Section 311 says you need to stick to the targets in reconciliation
for taxes and spending. In the House, the PAYGO rule, the deficit—
neutral rule, applies for one and for five years. Here, however is
a case where, as Bob mentioned, the other body’s rules are some-
thing that you need to pay attention to because the Senate has a
second five year window.

Those of you who remember the fight over the GATT, will re-
member that in this House it was resolved about year one and the
first five years and then suddenly there was this little tiny amount
of money hanging out there in the second five years. The ratio of
effort to try to find that much money may have outweighed the im-
pact of it, but implementing legislation on GATT couldn’t have
gone through the Senate without it.

Section 401 is almost a remnant. It was an attempt to limit what
in the old days we used to call back-door spending. But BEA really
has superseded it. It is a section that everyone has a hard time
writing and rewriting and everyone has a hard time interpreting.
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But if you think about it, credit reform meant that anyone creating
or expanding a loan program, has to ask for budget authority for
the subsidy amount. So that back door spending is covered. And
anything that is going to show up as mandatory is going to get
scored on a PAYGO scorecard. So the fact that 401 is almost incom-
prehensible for people is not practically important. It may clutter
up the rules but it doesn’t seem to affect your life very much.

There are a group of rules focusing on Social Security: do not
back into Social Security reconciliation, and furthermore, even on
its own, you cannot change the 75-year solvency.

The House has a rule against considering legislation which
would provide for a net increase in Social Security benefits or de-
crease in taxes in excess of 0.02 percent of the present value of fu-
ture taxable payroll.

Basically, the rule is if you wish to deal with Social Security, ei-
ther have a separate Social Security bill or be sure there are rec-
onciliation instructions specifically for it. Social Security has its
own set of rules and it cannot be used to solve some other problem.

Finally on the tax side of the ledger, in rule XXI, the House has
added a number of specific rules pertaining to the consideration of
tax legislation. One protects the jurisdiction of the Ways and
Means Committee, one says you need a three-fifths vote for a rate
increase, and one prohibits retroactive increases, so you would need
a waiver for any of those.

For the most part, rules dealing with the PAYGO side in their
own way become something the committees with jurisdiction are
very aware of, and they consult constantly with CBO to avoid a
point of order problem. They do not always succeed and some of
them will come to you.

So to summarize, there are several broad categories of rules. One
is get your plan in place before you do the details. That applies to
both appropriations and PAYGO. Second is once you get the plan
in place, try and make all of the provisions that come in match
that plan, stick to your allocations, and don’t run in here with
amendments to reconciliation that unravel the bottom line. And
third, if you want to change anything in Social Security, think
about how you structure it and where you bring it in because it is
not the same kind of amendment. Finally, there are separate tax
rules about free standing tax legislation.

Mr. Goss. This may not be a place to interject. Thank you very
much. The Kerry Commission came up with an interesting report.
I presume you all have looked at it. The thing that is most memo-
rable to take away from that for me is that we are on
unsustainable trend lines. You mentioned Social Security. That is
separate, but some of the other entitlement programs are not.

Ms. IRVING. Yes.

Mr. Goss. One of the things that we have got to figure out how
to do, and one of the problems that this committee is going to be
faced with, is how to deal with the inevitability of that. It is sort
of like death. It is inevitable and so we have got to deal with it.

The next question that comes to my mind is that we all agree
we should have a plan, and we all agree that we should more or
less stick to it, but if we are going to make changes and have the
deliberative will of the body work its way and whatever the con-
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sequences are, in an open and forthright manner in the sunshine
in response to our constituency and several other democratic guide-
lines we all follow very meticulously, the question of how you do
that is elusive.

Ms. IrvVING. I will go back to what I said at the beginning.

Mr. Goss. The question is not elusive; the answer is—

Ms. IRVING. I thought that is what you meant. There is too easy
tendency to say the process failed to control mandatory spending.
The process only tried to control additions and it succeeded very
well in that. But it never tried, as Bob mentioned, to go to the
base.

We, too, have done a lot of projections, and looking forward, it
is clear that the balanced budget agreement improved the situa-
tion. It delayed disaster further, but it did not eliminate the prob-
lem.

There are really, it seems to me, a couple of ways that you have
to think about this. The problem with some mandatory caps pro-
posals is that applying a flat cap is like trying to change the fun-
damental nature of the program without changing the design of the
program. Either someone is magically going to stop all of us from
aging or Social Security costs are going to go up. Just saying, "you
cannot spend more than X" does not get you there.

To impose a rigid cap you have to do one of two things. Either
you tell the executive branch to do what used to be the rule in food
stamps: when the cap is hit, stop paying benefits. It did not happen
then and it is not likely to happen with other programs. Or dele-
gate to the Social Security Administration for example the task of
reducing everybody’s benefits so the total comes in under the cap.
Not a very plausible argument, it seems to me, for an elected body.

One other approach that we and former CBO Director
Reischauer have worked on, would be to tighten up the targeting.
Reconciliation instructions could direct the committee of jurisdic-
tion to come up with plans that will make a program ten percent
less than projected next year—I am making up the numbers—and
five percent less in the year after that. Then add a look—back provi-
sion. Congress would specify the design of the look—back. Would it
be that next year cuts have to be greater or to cut the COLAs? Of
course, in a way Social Security is the easy one because it is demo-
graphics and dollars. It is not as hard as figuring out the dynamics
of health care.

Fundamentally, there are several questions in the budget process
confronting us. One is whether we can continue along the path of
caps on discretionary spending that in real terms are very tight
without a debate over the role of government. These caps make
across—the—board cuts problematic. The second big question is what
in fact is going to be the design of programs for the elderly.

Mr. Goss. Well, you have touched on really the big problem. And
we are not going to solve it today. One of the reasons we are going
through this drill is so that we understand what the tools are to
begin to shape some solutions for that. But you already saw in the
Senate and a little bit in the House this year that provisions like
slipping the dates on Social Security and slipping the copays or
premium adjustments and means testing or something, those are
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the things that the committees of jurisdiction can do to meet their
number.

But the question is, A, is that good policy and the right thing to
do and/or are we being driven by numbers? Is the world in the
United States about whether we are going to make our budget tar-
gets or is the world in the United States that government is going
to do these things because they are favorable and this is what we
are going to do. That is the game that we get into.

Ms. IRVING. For these programs you cannot use the 5-year budg-
et window.

. 1\?1". Goss. Jim, let’s not mess up the order. I almost did that. My
ault.

Ms. IrRVING. I like to talk about these things.

STATEMENT OF JIM HORNEY, CONGRESSIONAL BUDGET
OFFICE

Mr. HORNEY. I was amused when I saw the heading of my part
of the talk, which was the application of budget enforcement to real
life. I think there are a lot of people who think there is nothing
about the budget process that has anything to do with real life.

But what we did want to talk about is how the budget, points
of order which Jim and Bob have talked about, do in fact affect the
day-to-day legislative process. And one of the really important
things to realize is that you cannot judge the effect of the Budget
Act enforcement mechanism simply by seeing the number of times
there have been waivers of points of order, or points of order have
been made on the floor or even the number of times that the bill
has come to the Rules Committee that has a budget problem and
the Rules Committee has somehow solved that problem.

What is absolutely clear is that proponents of legislation believe
that if they have a Budget Act problem in their legislation, that
makes it less likely that legislation will be enacted. There are ex-
ceptions to that. There are bills that, for whatever reason, every-
body knows are going to go through. For the vast majority of legis-
lation, the proponents of that legislation are convinced that they
better get rid of the Budget Act problems or they are going to have
a hard time. That means they start from the very beginning, before
legislation is even introduced. Members who are thinking about
legislation, and staff who are working for them, start calling the
Congressional Budget Office and start calling the Budget Commit-
tee to talk about what they are planning to do, and to talk about
ways to avoid budget problems.

Now, as the other people pointed out, there are a whole lot of
points of order, but a number of them have to do with timing and
with some very specific things, and because CBO doesn’t deal with
those sorts of issues very much, what we see is really concentrated
on: Are we going to get into trouble for violating the 302 alloca-
tions? Meaning, the committee that I am on, the committee this bill
has got to go through has an allocation. Now I want to know
whether this bill is going to exceed that. Or alternatively, if it is
a revenue measure, will it cause a problem under the section 311
floor. So that is what we primarily are dealing with.

Those points of order apply equally to appropriation bills—al-
though usually appropriations don’t have revenue effects, but some-
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times they do and 311 applies—and to authorizing bills, but the
kinds of concerns are different so I will split it up and start with
appropriations bills.

Appropriations bills in a sense are less complicated in terms of
potential Budget Act problems. Again, the question primarily is,
are we going to be over our 302 allocation? Or is an amendment
offered in the subcommittee or on the floor going to cause us to ex-
c}e;ed that authorization? Normally it is relatively easy to judge
that.

An appropriation bill in large part is a list of numbers. It says
we appropriate $100 million for this purpose, we appropriate a bil-
lion for this purpose, and for the most part as far as the restriction
on budget authority—the allocation of budget authority—you go
through and look at all these appropriations and you add them up
and decide when you add them up does the total exceed the alloca-
tion.

Outlays are a little more complicated, although in the House
technically there is no point of order against exceeding your outlay
allocation. Everybody wants to stay within the outlay allocation be-
cause they realize they will have a problem on the floor if they do
not. The reality is everybody tries to make sure they stay within.

The outlays are a little more complicated. Unlike the budget au-
thority that is actually provided by the Appropriations bill, outlays
have to be estimated. If the appropriators appropriate $100 million
for the program, the question becomes in the fiscal year coming up,
fiscal year 1998, how much of that $100 million will turn into out-
lays in the first year?

For the most part the committee doesn’t have a huge problem
with that because when CBO produces a baseline at the beginning
of the year for all existing programs, we say, here was the budget
authority that was appropriated last year and we then project that
into the future. We also say, what we think the spend—out rate is.
If you appropriate $100 million in this year how much of that new
budget authority do we think will spend out?

The Appropriations Committee staff knows all of those spend out
rates when they are putting together bills, and when they are ad-
vising Members, they tell them. They say, well, if you want to add
an amendment of $10 million, it has a 50 percent spend-out rate;
that will add $5 million to outlays. That is something you have to
keep up with. Appropriations staff are experienced with this and
usually the Members and everybody understand what the effects of
the legislation would be. And they work closely with us if there are
any questions.

The problems on appropriation bills for the most part arise when
there are last-minute amendments in the committee, on the floor,
or in conference. Again, if they are straightforward—here is an ad-
ditional amount of budget authority—for the most part there is not
going to be a huge problem figuring out the outlays, unless it is
money for a new program. Then it may take some time to figure
it out.

But there are a number of things that you could be doing that
are more problematic and harder for the proponents to understand
what the effect of this proposal would be. One of them is rescis-
sions. We often get in a regular appropriation bill a rescission of
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existing funds to use as an offset against some additional spending.
There may be monies out there, $100 million, and they say, let’s
rescind that existing appropriation we did last year—I don’t think
we need it now, let’s rescind that, and I will replace it with $100
million. Ordinarily that is a net zero. You got rid of $100 million
and you add $100 million.

Sometimes there is a problem. Sometimes there may have been
100 million of money appropriated last year that has not yet been
obligated at the time the President’s budget comes out, so some-
body looks at the budget and sees there is 100 million there. Well,
between that time and, say, March or April or May when the ap-
propriations bill is coming through, some of it may have been obli-
gated. If it is obligated you cannot rescind it. Sometimes people try
to rescind stuff—we see the amendment and we see that money
has now been obligated and you cannot touch it.

Even more often we run into the case where there is, in fact,
money that has been unobligated but you don’t get outlay savings
from it.

One good example of that that somebody tried earlier this year
was to rescind $6 million the Congress and the President appro-
priated in 1997 the cost of a Presidential transition. Well, that
money, obviously, was never obligated. Earlier this year somebody
came along and said, I want to rescind that $6 million. They get
credit for $6 million in budget authority. It hasn’t been obligated,
but we said, wait a minute, we don’t think this money is going to
be spent. There is no Presidential transition. We said the money
is not going to be spent, and even though last year we said there
would be $6 million in outlays with this, because if there has been
a transition it would be spent, we said, you don’t get any savings.
Again, that is the kind of thing that can add complication, making
this not a straightforward calculating process of adding up the
numbers.

A second kind of amendment that can be a problem is instead
of providing a specific sum of money, a bill may say, provide such
sums as may be necessary to carry out the program. In that case,
you have to go and say, how much do you think it will cost to do
this? And that takes some time. And again that can cause problems
when this amendment comes up at the last minute.

Another problem which we just ran into recently, and this one
I have to be careful to change the names or obscure the names to
protect the guilty, it actually did get fixed but they might be em-
barrassed if you knew about it.

An appropriation bill was in conference. They sent us all the
stuff on the bill. We added it up and everything looked fine on the
bill. A couple of days later we actually saw an amendment that
they were going to include that had never been sent to us. It had
never been sent to us because the staff assumed that it had no
budgetary effect because the amendment was intended to deal with
a potential legal problem about signing some long-term procure-
ment contracts. It was absolutely clear that the intent of this
amendment was simply to make sure that there was no legal bar
to using the funds appropriated in the bill to sign these long-term
contracts.
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However, the way the amendment was written, it said, the Sec-
retary may enter into contracts to do the following. We looked at
that and said, that language by itself allows the Secretary to enter
into contracts. That is obligating the United States’ money. That is
a cost. You may not have meant it but you just added a couple of
billion dollars to this bill. And they were very unhappy about that.
Luckily, they had not filed the conference report, and in fact they
went back and added very simple language that said the Secretary
may enter into these contracts subject to the availability of appro-
priations provided in this bill. That affected how you can spend the
money in the bill, not all of a sudden you have an extra $2 billion.

It was a perfect example of where very reasonably the staff
thought they were just covering a legal technicality. They didn’t re-
alize what they had said had a very different effect. Luckily, they
did give this to us before they filed the conference report and before
it came to the floor. That is an example of the kinds of things that
we do run into all the time and an example of how things get fixed.
They clearly didn’t want to go $2 billion over their allocation. There
are also amendments that are done in appropriation bills that af-
fect mandatory programs over and above the appropriation of man-
datory appropriations for appropriated entitlements. That doesn’t
have any direct budgetary effect, but there will actually be a
change in the law that affects the mandatory program. Those can
raise all sorts of problems because they can be tricky to estimate.
And again, sometimes people think this is not going to have an ef-
fect, but it does. And as I say, it can be very complicated. We get
an amendment, they are getting ready to file the conference report
that day. Sometimes it takes us several days to get the information
from the administration, from other people, that we need in order
to do the estimate.

An example of one issue that has come up several times this
year, at least once in the context of an appropriation bill, although
it has also been in this authorizing bills, is an effort to save money
by limiting mandatory administrative expenses that are paid to the
States for administering the food stamp program. It seems easy be-
cause you just say reduce the amount that goes to the States by
X dollars.

The problem in this area is that we pay mandatory administra-
tive expenses to the States for food stamps, for Medicaid, for the
new temporary assistance to needy families block grants and for
some other mandatory benefit programs, and essentially the States
have a lot of flexibility to decide for any individual which pot of
money that comes out of. And so it is absolutely clear that if you
restrict the food stamp money, at least some of that is going to pop
up over in the Medicaid costs; that the Federal Medicaid costs will
go up because we have limited the food stamp costs. And it is not
a simple matter trying to figure out how much of that will pop up.
It is not one for one.

And so these things come in, and the Members say, I have this
amendment; it saves $100 million. And we say, no, it doesn’t save
100 million, it may save 25, because 75 of it is going to show up
over here the way you have done it.

Those are the kinds of complications that can appear in appro-
priations bills and delay getting the information, which, of course,
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makes everybody unhappy. They are trying to get the bill done and
get to the floor on a schedule, but if they want to know what the
cost of it is, they have to wait, and we need to give it to them.

There also can be problems in appropriation bills when they do
things that affect revenues. Every once in a while there is some-
thing that affects tax rates or something, but that is extremely rare
on appropriations. What is not terribly rare is that they do some-
thing that affects user fees. Some user fees, in fact, show up on the
spending side of the budget as offsetting receipts or offsetting col-
lections. That is fine. If they do something that changes those, they
get credit for savings or for additional spending, which shows up
on outlays, and that does, in fact, trade off against their discre-
tionary appropriations under the current scorekeeping rules and
the laws.

However, there are some user fees, for instance Securities Ex-
change Commission fees, some of which are offsetting receipts, but
some of which are classified as revenues. If you change the law
about those fees, that shows up as either an increase or decrease
in revenues.

Well, generally you can not trade them off against spending. You
certainly can’t for the discretionary caps for the Budget Act en-
forcement. There is a limit on discretionary spending. And while
the appropriators do get credit for changes they make in manda-
tory programs, that is one scorekeeping rule, they do not get credit
for changes in revenues against the discretionary caps. Under some
circumstances under the Budget Act they can, but in general it is
very difficult.

So again, if they are trying to increase fees to pay for additional
discretionary spending, and those fees are revenues, you can run
into problems. They can be sailing along and say, we are going to
raise the fees, and that allows us to do the extra spending, and all
of a sudden you have a problem. That is hard to work out because
you cannot automatically change this. Those are the kinds of issues
that come up in the context of consideration of appropriation bills.

On the authorizing bills, the kinds of things that come up, and
how they get dealt with, depends in large part on whether it is a
bill that was intended to have a budgetary effect or one that
wasn’t. The great majority of authorizing bills are not intended to
have any direct budgetary effect. They may deal with things that
just don’t affect the budget at all. They may be naming a post of-
fice, they may be dealing with sentencing guidelines in Federal
courts; a whole range of things that Congress does that, in fact,
have no direct effect on the budget.

They may appear to be bills that do have a lot to do about
money, a regular authorizing bill, a bill that authorizes the Depart-
ment of Education. But, in fact, that bill may contain nothing but
authorization of appropriations. Well, that is budgetary, but it does
not get counted as having a direct effect on the budget because all
that bill is doing is telling the appropriators that they are author-
ized to do a future appropriation. The scoring of that spending
shows up when the appropriators actually provide the money. So
for most authorizing bills, most bills that CBO estimates, there is
no budgetary effect. That is exactly what was intended.
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Now what happens, of course, is that in many of those bills
where there is not intended to be effect, something ends up in
there that does have a budgetary effect. And a lot of CBO’s time
is spent in reading through big massive authorizing bills to find
one little sentence, one paragraph, that, in fact, either inadvert-
ently or not, would cause some additional direct spending or have
some effect on revenues.

The kinds of things that show up, a bill may be creating a new
Federal commission, and in the process of doing that they want to
say, how much are these people going to be paid? If they use magic
words like "the Chairman shall be paid at the rate of,” that means
that if you just put that language in, once the Chairman is ap-
pointed, the Federal Government has got to pay that Chairman.
That is direct spending.

Other things like that may say, "The Secretary shall pay to a
State in order to do the following,” and again, that would cause
that money to be spent. So there are a number of things to be done.

Mr. Goss. Do you treat that as obligated if it shows up in an au-
thorized bill?

Mr. HorNEY. If the language simply says this person shall be
paid, then that person, we believe, would be able to—once they are
appointed—

Mr. Goss. Shall be paid subject to the appropriations? Are those
the right words?

Mr. HORNEY. Those are the magic words, "subject to appropria-
tions.” That is how these things get fixed. We look at it and say,
you forgot those words. Go back. If all they meant was to say if the
person is appointed, and if there is appropriations, here is how
much they get. But that happens all the time. We run into that.

Mr. Goss. Bob said that we are talking the next time about the
boundaries between the appropriators and the authorizers, which
is a very interesting dance form that we haven’t quite figured the
music and the steps to. But go ahead. We have stuff coming on the
floor.

Mr. HorNEY. I will try to go quick. That is easily fixed if, in fact,
the intent was to make it subject to appropriation. Every once in
a while we catch it and say, you made it a mistake, and you need
to add this. And they say, "Well...,” and then bells start going off,
and we say, well, they knew what they were doing.

There are other things where people want to make a change in
policy, but they don’t think it is going to have an effect on direct
spending, and their intent clearly is not to affect direct spending.
An example that is facing us right now that we have been very
criticized for by Senator Lautenberg, was a provision that Senator
Lautenberg sponsored first a number of years ago, and I think it
has been done on a 1-year basis for the last 7 or 8 years, that al-
lows certain residents of the former Soviet Union and some other
countries to more easily obtain refugee status on the basis that
they are likely to be subject to religious persecution. Clearly the in-
tent of that was not to affect spending, it was to allow these people
to escape from possible religious persecution.

The problem is that if you come into the United States under ref-
ugee status, you are immediately eligible for food stamps, Medicaid
and a variety of other benefits, which now are not available to
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other people who are coming into the United States without some
waiting period. And so, in fact, doing this change, we believe, has
an effect on the number of people coming in under refugee status,
and that has an effect on the cost to the Federal Government of
these programs.

Senator Lautenberg is extremely unhappy about this. Our posi-
tion is sorry, but we think it is a policy change. Whether you in-
tended it to have any effect on the budget, it does, and if you do
this, we will have to estimate a cost of this kind of legislation.

Mr. Goss. If he came back to you and said, look, the numbers
coming in are within the numbers that have already been esti-
mated that will be beneficiaries of these programs, would you be
convinced?

Mr. HOrNEY. That is a complication. He has, in fact, argued that
because the refugee numbers are, in fact, negotiated, there is not
in the law a certain set number. We have looked at history of it,
and we believe the history shows that the additions of these refu-
gees from the Soviet Union, in fact, caused the numbers that are
accepted to come in to be higher. It is a question, it is not straight-
forward.

Other kinds of policy changes that also have unintended budget
effects are things like people who want to put a moratoria on leas-
ing of outer continental shelf oil drilling, or people who want to
give away some Federal property. Well, in those cases we estimate
there can be effects. If we estimate that leases would have gone out
and brought in royalties, then there is a cost to the moratoria.
Similarly, if we think that this property would have been sold as
surplus property under existing law, then giving it away has a cost.

These are not easy to fix because it is clear in these cases people
want these policies to happen. They want them not to be subject
to future appropriations, but they do end up as costs to these bills,
which may cause some trouble.

Of course, there are other authorizing bills that people intend to
have costs, and in some cases it may not be a problem. The com-
mittee may have an allocation to spend an extra hundred million,
and that is fine. But there are other cases where the committee
may not have allocation at all, and the committee decides they
want to do something that they know will have a budget effect, but
they try to offset it so that there is no net increase in spending.
You can run into problems there, however, because sometimes they
may, in fact, offset the additional spending over 5 years, but it may
be that for the first year they are over their allocation, and a point
of order applies to either exceeding the allocation in the first year
or the 5-year total.

Other cases can come up where they try to do the offsets by some
revenue change, and that revenue change does not in all cases off-
set the increases in spending. A third example that has happened
a number of times is there will be an increase in direct spending
in an authorizing bill, and they will try to offset it by reducing the
discretionary caps and say, well, there is no net increase in spend-
ing.

However, the way that the budget enforcement was set up and
the way that the Budget Act is set up, you cannot claim credit
against additional direct spending by promising that future appro-
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priations will be lower. It just doesn’t offset saying 5 years from
now we are going to appropriate less than we thought we were, and
therefore that will count as spending reductions.

That pretty much covers the kinds of examples that I wanted to
give, kinds of things we see, the kinds of problems, what kinds of
ways they can get fixed.

Mr. Goss. Thank you.

Actually timing has worked out fairly well. I actually thought we
would never get to 11 o’clock without a vote. We pretty nearly
made it. And we are going to go now.

You have given us exactly what we asked for here, and you have
done it very well. I have a zillion questions, and I know that this
is going to be a continuing dialogue. I am most grateful for what
I will call combined effort here to educate us on the committee and
to make this material available for all of us.

Those of us on the subcommittee, and the staff, are spending a
lot of time on this, as I think you know. We really are going to
have to do something because there are some serious problems out
there. I think for the record that the Government Reform and
Oversight Committee is no longer in the referral chain on budget
process, and we haven’t talked about jurisdictional problems here,
or the other body—what I will call—how will I say this, misfits is
not what I want to say. I want to say they don’t connect. We don’t
have smooth junction points or something. Disconnects is another
way to put it sometimes.

And I found out in my own committee, and I am continuously
surprised by this process, even as I go through working with the
other committees of jurisdiction, and the authorizing side, and then
trying to get the appropriators on board, again, I discovered that
the comparable Senate committee doesn’t have the same portfolio
as the comparable House committee. So you have to leave some
stuff over here. It is a nightmare. And if I hadn’t dreamed of a sys-
tem that would fail of its own weight, we have come very close to
it just in the case of my own committee. And then, of course, we
can never talk about that because it is all classified anyway. So it
makes it very hard to have a public hearing on it.

The other question that came up from Mr. Dreier, and before I
go I wanted to ask—and, Jim, maybe it was you or maybe it was
Bob that triggered this—he wanted to know about the tax—when
we get to surpluses, assuming that we actually have all of the suc-
cess that we are talking about and we have surpluses, how are we
going to treat the tax question? I think his direct question is: Are
we going to still have to have offsets for tax cuts? When we even
have surpluses, are we going to have problems with tax cuts?

Mr. HORNEY.The question that is being bandied around is wheth-
er the PAYGO rules still apply when there is a surplus. There are
some who believe that because the introduction of the pay—as—you—
go section talks about reducing the deficit, that it goes away. There
are many others, including most people who were involved in try-
ing to put together the PAYGO rules originally and the extensions
of it, that believe that that was shorthand, in a way, for reducing
the deficit or increasing the surplus, and the law doesn’t provide
any specific mechanism for turning it off when there is an estimate
of a surplus. But that is something that is going to have to be
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hashed out, although right now ultimately it is up to the Office of
Management and Budget to make that decision. They are given au-
thority in the Budget Enforcement Act to do that.

Mr. Goss. That is obviously the kind of change that we are going
to need to be talking about.

Mr. HOrRNEY. I think the Congress needs to decide what they
want to happen.

Ms. IRVING. It looks like there are two provisions of law about
which this question arises. One is the line—item veto; clearly the
President only has the authority to reduce the deficit. The other is
whether the PAYGO prohibition on any increase in the deficit also
a;;lies to no reduction in the surplus.

Mr. Goss. I think this is a problem that is timely for the exercise
that we are doing.

I think that we have all experienced a lot of the points of order
process up here, and we are certainly familiar. We are never quite
sure which one it is, but we have a general idea it is timing or it
is problems between the authorizers and the appropriators or
whatever.

But the other thing that I am concerned about, and I mentioned
the Kerry Commission and unsustainable trends, the other thing I
am concerned about on the discretionary side, in my case it would
come under defense, but I think it is true with others, is that I
don’t believe we have a process yet on the follow-on. I don’t think
people understand sometimes the gigantic amount of follow-on
costs. Whether it is obligated or not doesn’t matter as much as if
you are going to realize your investment. And you can put a ton
of money in something, and if it doesn’t work, you can stop it and
say, we are not going to spend any more. No more good money
after bad. But the problem is it never seems to come out that way.

On the outer continental shelf thing, I can talk to you about the
reduction in revenues, but I can also talk about the buy-back of the
contracts, and it is the follow-on and some of the things that we
get into, whether it is innocently or not—and I don’t have an un-
derstanding of how that happens—and I have seen in some of our
technology investments huge amount of money committed to, you
know, a good idea, and I don’t know whether the good idea is going
to justify the costs. And I am not sure whether the people in the
cycle that you mentioned, Bob, when we started out, understand
that this is a lot more than just this 5 years, we could fit numbers
and do all kinds of stuff, but we may be actually obligating our-
selves for quite a bit. That is an area I want to pursue.

If T don’t pursue the votes, we are going to be in trouble, so I
thank you all very much.

I would now like to submit for the record, the accompanying slide
presentation as well as nine additional CRS reports and a GAO re-
port.

[The accompanying slide show follows:]
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A Brief Introduction to
the Federal Budget Process

Summary

Each year, the federal government raises and spends more than $1.5 trillion
through its budget process. The federal budget process is widely regarded as a
complex, time-consuming, and arcane set of activities often suffused with
controversy, frustration, and delay. These characteristics of the process are
attributable to various factors, including the vast scope and complexity of federal
activities and the numerous types of financial transactions needed to fund them, the
profusion of participants in the budget process and the wide dispersal of budgetary
power, and the far-reaching economic and political consequences of budgetary
decision-making.

The federal budget cycle begins each year with the preparation and submission
to Congress of the President’s budget. The President’s budget is only a request to
Congress, Congress is not required to adopt his recommendations. Nevertheless, the
President’s budgetary proposals often guide congressxonal revenue and spending
decisions, though the extent of the influence varies from year to year and depends
more on political and fiscal conditions than on the legal status of the budget.

The Congressional Budget and Impoundment Control Act of 1974, as amended,
establishes the congressional budget process as the means by which Congress
coordinates its various budget-related actions. The process is centered around an
annual concurrent resolution on the budget that sets aggregate budget policies and
functional priorities for a multiyear period. Because a concurrent resolution is not a
law — it cannot be signed or vetoed by the President — the budget resolution does
not have statutory effect; no money can be raised or spent pursuant to it. The main
purpose of the budget resolution is to establish the framework within which Congress
considers separate revenue, spending, and other budget-related legislation. Revenue
and spending amounts set in the budget resolution establish the basis for the
enforcement of congressional budget policies through points of order. The budget
resolution also initiates the reconciliation process for conforming existing revenue and
spending laws to congressional budget policies.

Budget resolution policies are impiemented by Congress through the enactment
of annual appropriation and other spending measures, revenue measures, debt-limit
legislation, and reconciliation bills. Each class of budgetary legislation is considered
under its own set of rules and procedures.

The President may avail himself of special authority to impound appropriated
funds. Under the Impoundment Control Act of 1974, the President may propose the
cancellation of spending; special procedures are included in the act to provide for
House and Senate action on these proposals. Beginning in January of 1997, the
President has had special line-item veto authority to cancel not only discretionary
appropriations, but new entitlement spending and targeted tax benefits as weil. The
line-item veto procedures provide that the President’s recommendations go into effect
unless disapproved by Congress within a relatively short period of time.
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A Brief Introduction to
the Federal Budget Process

Introduction

Each year, the federal government raises and spends more than $1.5 trillion
through its budget process. The federal budget process is widely regarded as a
complex, time-consuming, and arcane set of activities often suff sed with
controversy, frustration, and delay. These characteristics of the process are
attributable to various factors, including the vast scope and complexity of federal
activities and the numerous types of financial transactions needed to fund them, the
profusion of participants in the budget process and the wide dispersal of budgetary
power, and the far-reaching economic and political consequences of budgetary
decision-making.

This report provides a brief introduction 1o the federal budget process.! Key
budget concepts and terminology are defined and explained. The separate procedures
that make up the federal budget process are identified and their salient features
described. While a complete understanding of federal budgeting probably can be
obtained only after much observation and study of the process in operation, broad
exposure to its rudiments is a v seful first step. Various resources “for additional
reading” are identified at the end of this report, which the reader may find helpful in
exploring the subject in greater depth.

' Substantial portions of this report are drawn from the Congressional Research
Service's Manuai on the Federal Budget Process, by Allen Schick, Robert Keith, and
Edward Davis, CRS Report 91-902 GOV, December 24, 1991, 218 pages. A revised versioa
of the manual will be available in 1998.
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Key Budget Concepts and Terms

A thorough understarding of the federal budget process requires familiarity with
dozens, if not hundreds, of concepts and terms. Some of the key concepts and terms
relating to the elementary units of budgeting, budget coverage and classifications, the
timing of budgetary actions, and the budget baseline are discussed below.

Elementary Units of Budgeting

Like any complex process, federal budgeting can be broken down into its
fundamental units of activity and measurement.

Spending. The spending process encompasses three distinct phases involving
budget authority, obligations, and outlays. Budget authority is enacted by Congress
and the President in law. [t provides the legal basis for federal agencies to make
binding financial commitments in the form of obligations. Obligations stem from such
agency actions such as entering into contracts, employing personnel, and submitting
orders for goods and services. When obligations are liquidated, outlays ensue.
Usually, outlays take the form of checks, electronic fund transfers, or other payments
made by the Treasury Department.

Most of the new budget authority made available to agencies each year derives
automatically from laws enacted during prior Congresses. The funds become
available without the Congress taking any legisiation action. For example, the funds
necessary to pay Social Security benefits are provided automaticaily each year under
a law enacted in the 1930s providing a permanent appropriation for the program.
Other forms of budget authority which may bypass annual legislative action include
borrowing authority and contract authority, under which agency heads may borrow
funds or enter into contractual arrangements in advance of appropriations action, and
the authority to spend offsetting collections (see discussion under Revenues, below).

The remaining new budget authority made available to agencies each year comes
from currently enacted legisiation, mostly in the form of measures providing annual
appropriations. Many agencies have access to additional budget authority enacted
in prior years that has carried over as unspent balances.

One of the most important characteristics of budget authority is the period
during which it is available for obligation. Most budget authority for the routine
operzating expenses of the federal government is “one-year” funding, meaning that it
may be obtigated only during the one fiscal year for which it is made available; after
that, the funds lapse and no longer are available to be obligated. Budget authority
enacted for procurement, construction, and similar long-term activities, on the other
hand, often is “multiyear” or “no-year” funding, which may be obligated during a set
number of fiscal years or an indefinite period. For all types of budget authority,
outlays usually may be made for several fiscal years after the authority to obligate the

The measurement of the pace at which spending for particular programs occurs
is referred to as the spendout rate. More precisely, this measures the rate at which
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budget authonty becomes outlays during fiscal year periods. Spendout rates are
determined largely by the timing of agency activity. Consequently, it is more difficult
for Congress to control outlay levels than it is to control budget authority levels.

In the case of some spending programs, the federal government lends funds
directly or guarantees them as a third party. For many years, the federal budget
monitored such credit activities by tracking the level of direct loan obligations and
loan guarantee commitments. Pursuant to the Federal Credit Reform Act of 1990
(incorporated into the Congressional Budget Act of 1974 as a new Title V by the
Budget Enforcement Act of 1990), the federal budget now focuses on the subsidy
element, rather than the cash flows, of these two types of programs. Loan subsidies
now are recorded as budget authority and outlays.

Revenues. Revenues of the federal government (also referred to as receipts)
derive from a number of sources. Individual and corporate income taxes account for
about half of the receipts of the federal government, but social insurance taxes are an
increasingly prominent source of revenues. Additional amounts accrue to the
government from various excise taxes, customs fees, gifts, and miscellaneous receipts.

Some income to the federal government; which arises from business-like or
market-oriented activities (such”as the sale of electricity from federal power
administrations), is referred to as offsetting collections. These funds are offset or
deducted from federal spending instead of being counted as revenues.

Deviations from the “normal” tax code (such as exemptions, deductions, and
special rules) are known as tax expenditures. These devices provide a means of
pursuing policy objectives in a manner analogous 0 spending programs. For
example, the federal government promotes the g >al of homeownership by providing
a tax deduction for mortgage interest costs; comparable resources could be devoted
to this goal through spending programs involving grants or loans.

Deficit and Surplus. The deficit or surplus is determined by the relationship of
outlays to revenues. An excess of outlays over revenues is a deficit, while an excess
of revenues over outlays is a surplus.

Accounts and Funds. Spending and revenues in the federal budget are
recorded on the basis of accounts. [n the case of annual appropriations, for example,
each account usually corresponds to a separate heading in the legisiation. Funds
allocated to accounts are further divided by the programs, projects, activities, and
objects of expenditure related to the account. In budget presentations, accounts are
usually grouped together by the organizational unit (e.g.. the department or agency)
that manages them. Some types of accounts, such as credit financing accounts, are
included in budget presentations but are used only for accounting purposes; they do
not reflect budgetary transactions.

Federal spending and revenues also may be characterized by the type of funds
involved. The two basic types of funds in the budget are rrust funds, which are used
to carry out specific purposes in accordance with statutory requirements, and federal
funds, which derive from the federal government’s sovereign powers and are spent
on the government’s general activities.
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Budget Coverage and Classifications

On-Budget and Off-Budget Entities. For the past several decades, the federal
budget has merged together trust funds and federal funds into a single presentation,
with certain exceptions. Entities included in the budget presentation are referred to
as on-budget entities; those excluded are known as off-budget entities. At present,
the Social Secunity trust funds and the postal service fund are the only off-budget
entities. Despite their off-budget status, the President’s budget includes information
on the budgetary impact of these funds.

Operating and Capital Funds. The federal government does not use separate
operating and capital budgets, uniike most state governments. Instead, funds for
operating expenses and capital programs are merged together. However, the
President’s annual budget submission includes an analysis of such funds in the budget.

Functional Categories. One of the most long-standing methods of classifying
federal spending is by functional category. The functional categories — such as
national defense, agriculture, transportation, and health — are used to group together
related spending accounts regardless of the agency or other unit that manages them.
The functional categories thus represent a broad statement of budget priorities.

Discretionary and Direct (Mnndntory) Spending. A more recent method of
classifying federal spending, arising from the procedural requirements of the Budget
Enforcement Act of 1990, depends on whether the spendmg is considered to be
discretionary or direct. Discretionary spending is provided in annual appropriations
acts, which fall under the jurisdiction of the House and Senate Appropriations
committees. Direct spending, also called mandatory spending, is provided in
substantive legislation, which is within the jurisdiction of the authorizing committees
of the House and Senate. Most direct spending involves entitlement programs funded
by permanent appropriations. Some entitiement programs, however, are funded in
annual appropriations acts, but such spending is considered to be direct spending.

The Fiscal Year Cycle

The Fiscal Year. The federal budget process operates under a fiscal year cycle
that is 12 months in length. The federal fiscal year begins on the October 1 preceding
the calendar year for which the fiscal year is named (e.g., fiscal year 1999 begins on
October 1, 1998, and ends on September 30, 1999). Most state governments use a
fiscal year that runs from July | through June 30.

The Current Year, the Budget Year, and the Outyears. Federal budgeting
uses a muitiyear framework. At the time the budget is being considered, the fiscal
_year in progress is referred to as the current year; the upcoming fiscal year is called
the budget year; and fiscal years after the budget year are known as the outyears.

The Budget Baseline

An important first step in the annual budget cycle is the preparation of a budget
baseline. The baseline is the projection of revenue, spending, and deficit or surplus
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levels into future years based upon the status quo. Projections rest upon rechnical
assumptions (e.g., changes in demographic patterns and program workloads) and
economic assumptions (e.g., changes in the growth of the economy, inflation rates,
and unemployment rates). They assume that policies consistent with existing law will
be maintained. Thus, the baseline is an important tool for assessing policy changes
inherent in budget proposals.

The executive and legislative branches each develop their own budget baselines.

The baseline prepared for the President’s budget is known as the current services

_estimates. Congress uses the baseline budget projections developed by the
Congressional Budget Office.

Executive Budgeting

The president’s budget, officially referred to as the Budger of the United States
Government, is required to be submitted to Congress early in the legislative session,
no later than the first Monday in February. The budget consists of estimates of
spending, revenues, borrowing, and debt; policy and legislative recommendations;
detailed estimates of the financial operations of federal agencies and programs; data
on the actual and projected performance of the economy; and other information
supporting the President’s recommendations.

The President’s budget is only a'request to Congress; Congress is not required
to adopt his recommendations. Nevertheless, the power to formulate and submit the
budget is a vital tool in the President’s direction of the executive branch and of
national policy. The President’s proposals often guide congressional revenue and
spending decisions, though the extent of the influence varies fr )m year to year and
depends more on political and fiscal conditions than on the legal status of the budget.

The Constitution does not provide for a budget, nor does it require the President
to make recommendations concerning the revenués and spending of the federal -
government. Until 1921, the federal government operated without a comprehensive
presidential budget process. The Budget and Accounting Act of 1921 (P.L. 67-13;
42 Swat. 20-27), as amended, provides for a national budget system. Its basic
requirernent is that the President should prepare and submit a budget to Congress
cach year. The 1921 act established the Bureau of the Budget, now named the Office
of Management and Budget (OMB), to assist the President in preparing and
implementing the executive budget. Although it has been amended many times, this
statute provides the legal basis for the presidential budget, prescribes much of its
content, and defines the roles of the President and the agencies in the process.

Formulation and Content of the President’s Budget

" Preparation of the President’s budget typically begins in the spring (or earlier)
each year, at least nine months before the budget is submitted to Congress, about 17
months before the start of the fiscal year to which it pertains, and about 29 months
before the close of that fiscal year. The early stages of budget preparation occur in
federal agencies. When they begin work on the budget for a fiscal year, agencies
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already are implementing the budget for the fiscal year in progress and awaiting final
appropriations actions and other legislative decisions for the fiscal year after that. The
long lead times and the fact that appropriations have not yet been made for the next
year mean that the budget is prepared with a great deal of uncertainty about economic
conditions, presidential policies, and congressional actions.

As agencies formulate their budgets, they maintain continuing contact with the
OMB examiners assigned to them. These contacts provide agencies with guidance
in preparing their budgets and also enable them to alert OMB to any needs or
problems that may loom ahead. Agency requests are submitted to OMB in late
summer or early fall, these are reviewed by OMB staff in consultation with the
President and his aides. The Budget and Accounting Act of 1921 bars agencies from
submitting their budget requests directly to Congress. Moreover, OMB regulations
provide for confidentiality in all budget requests and recommendations prior to the
transmittal of the President’s budget to Congress. However, it is quite common for
intemnal budget documents to become public while the budget is still being formulated.

The format and content of the budget are partly determined by law, but the
Budget and Accounting Act of 1921 authorizes the President to set forth the budget
“in such form and detail” as he may determine. Over the years, there has been an
increase in the types of information and expianatory material presented in the budget
documents.

In most years, the budget is subntitted as a multi-volume set consisting of a main
document setting forth the President’s message to Congress and an analysis and
justification of his major proposals (the Budger) and supplementary documents
providing account and program level detail, historical information, and special
budgetary analyses (the Budget Appendix, Historical Tables, and Analytical
Perspectives), among other things.

Much of the budget is an estimate of requirements under existing law rather than
a request for congressional action (approximately half of the budget authority in the -
budget becomes availabie without congressional action). The President submits a
budget update (reflecting changed economic conditions, congressional actions, and
other factors), referred to as the Mid-Session Review, by July 15 each year. The
President may revise his recommendations any time during the year.

Executive Interaction With Congress

The President and his budget office have an important role once the budget is
submitted to Congress. OMB officials and other presidential advisors appear before
congressional committees to discuss overall policy and economic issues, but they
generally leave formal discussions of specific programs to the affected agencies.

. Agencies thus bear the principal responsibility for defending the President’s program
recommendations at congressional hearings.

Agencies are supposed to justify the President’s recommendations, not their
own. OMB maintains an elaborate legislative clearance process to ensure that agency
budget justifications, testimony, and other submissions are consistent with presidential
policy.
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{ncreasingly in recent years, the President and his chief budgetary aides have
engaged in extensive negotiations with Congress over major budgetary legislation.
These negotiations sometimes have occurred as formal budget “‘summits” and at other
times as less visible, behind-the-scenes activities.

Congressional Budgeting

The Congressional Budget and Impoundment Control Act of 1974 (P.L. 93-344,
88 Star. 297-339), as amended, establishes the congressional budget process as the
means by which Congress coordinates the various budget-related actions (such as the
consideration of appropriations and revenue measures) taken by it during the course
of the year. The process is centered around an annual concurrent resolution on the
budget that sets aggregate budget policies and functional priorities for at least the next
five fiscal years.

Because a concurrent resolution is not a law — it cannot be signed or vetoed by
the President — the budget resolution does.not have statutory effect; no money can
be raised or spent pursuant to it. The main purpose of the budget resolution is to
establish the framework within which Congress considers separate revenue, spending,
and other budget-related legislation. Revenue and spending amounts set in the budget
resolution establish the basis for the enforcement of congressional budget policies
through points of order. The budget resolution also initiates the reconciliation
process for conforming existing revenue and spending laws to congressional budget
policies.

The Congressional Budget Act of 1974, which includes many provisions that
operate as rules of the House and Senate, has been amended many times. Mz or
changes to the act occurred in the 1980s and 1990s in conjunction with legislation
establishing and extending the Balanced Budget and Emergency Deficit Control Act
of 1985 (also known as the Gramm-Rudman-Hollings Act) and the Budget
Enforcement Act of 1990. Changes in the 1974 act were made most recently by the
Budget Enforcement Act of 1997 (Title X of P.L. 105-33, the Balanced Budget Act
of 1997).2 Additionally, some rules of the congressional budget process have been
incorporated into or augmented by the standing rules of the House and Senate.

Formulation and Coatent of the Budget Resolution

The congressional budget process begins upon the presentation of the President’s
budget in- January or February (see Table 1). The timetable set forth in the
Congressional Budget Act of 1974 calls for the final adoption of the budget resolution
by April 15, well before the beginning of the new fiscal year on October 1. Although

" the House and Senate often pass the budget resolution separately before April 15,
they often do not reach final agreement on it until after the deadline — sometimes
months later. The Congressional Budget Act of 1974 bars consideration of revenue,
spending, and debt-limit measures for the upcoming fiscal year until the budget

* For a discussion of these changes, see Budget Enforcement Act of 1997: Summary
and Legislative History, by Robert Keith, CRS Report 97-931, October 8, 1997, 23 pages.
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resolution for that year has been adopted, but certain exceptions are provided-(such
as the exception that allows the House to consider the regular appropriations bills
after May 15, even if the budget resolution has not been adopted by then).

Table 1. Congressional Budget Process Timetable

Deadline Action to be completed

First Monday in February President submits budget to Congress.

February 15 CBO submits report on economic and budget
outlook to Budget committees.

Six weeks after President’s Committees submit reports on views and

budget is submitted estimates to respective Budget Committee.

April 1 Senate Budget Committee reports budget
resolution.

April 15 Congress completes action on budget
resolution. -

June 10 House Appropriations Committee reports last
regular appropriations bill.

June 30 H;mse completes action on regular
appropriations bills and any required
reconciliation legislation.

July 15 President ;ubmits mid-session review of his
budget to Congress.

October 1 Fiscal year beﬁms

The Congressional Budget Act of 1974 requires the budget resolution, for each
fiscal year covered, to set forth budget aggregates and spending levels for each
functional category of the budget. The aggregates included in the budget resolution
are as follows:

e total revenues (and the amount by which the total is to be changed by
legislative action);

total new budget authority and outlays;

the deficit or surplus; ind

o the debt limit.

- With regard to each of the functional categories, the budget resolution must
indicate for each fiscal year the amounts of new budget authority and outlays, and
they must add up to the corresponding spending or aggregates.
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Aggregate amounts in the budget resolution do not reflect the revenues or
spending of the Social Security trust funds, although these amounts are set forth
separately in the budget resolution for purposes of Senate enforcement procedures.

The budget resolution does not allocate funds among specific programs or
accounts, but the major program assumptions underlying the functional amounts are
often discussed in the reports accompanying each resolution. Some recent reports
have contained detailed information on the program levels assumed in the resolution.
These assumptions are not binding on the affected committees. Finally, the
Congressional Budget Act of 1974 allows certain additional matters to be included
in the budget resolution. Perhaps the most important optional feature of a budget
resolution is reconciliation directives (discussed below).

The House and Senate Budget committees are responsible for marking up and
reporting the budget resolution. In the course of developing the budget resolution,
the Budget committees hold hearings, receive “views and estimates” reports from
other committees, and obtain information from the Congressional Budget Office
{CBO). In their initial hearings each year, the Budget committees receive testimony
from the director of OMB, the secretary of the Treasury, and the chairman of the
President’s Council of Economic Advisers. The CBO director also testifies. The
“views and estimates” reports of House and Senate committees provide the Budget
committees with information on the preferences and legislative plans of congressional
committees regarding budgetary matters within their jurisdiction.

CBO assists the Budget committees in developing the budget resolution by
issuing, early each year, reports on the economic and budget outlook, the President’s
budgetary proposals, and, in most years, spending and revenue options for reducing
the deficit.

The extent to which the Budget committees (and the House and Senate) consider
particular programs when they act on the budget resolution varies from year to year.
Specific program decisions are supposed to be left to-the Appropriations committees
and other committees of jurisdiction, but there is a strong likelihood that major issues
will be discussed in markup, in the Budget committees’ reports, and during floor
consideration of the budget resolution. Although any programmatic assumptions
generated in this process are not binding on the committees of jurisdiction, they often
influence the final outcome.

Floor consideration of the budget resolution is guided by House and Senate rules
and practices. In the House, the Rules Committee usually reports a “special rule” (a
simpie Holise resolution), which, once approved, establishes the terms and conditions
under which the budget resolution is considered. This special rule typically specifies
_ which amendments may be considered and the sequence in which they are to be
_offered and voted on. It has been the practice in recent years to allow consideration
of a few amendments (as substitutes for the entire resolution) that present broad
policy choices. In the Senate, the amendment process is less structured, relying on
agreements reached by the leadership through a broad consultative process. The
amendments offered in the Senate may entail major policy choices or may be focused
on a single issue.
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Achievement of the policies set forth in the annual budget resolution depends on
the legislative actions taken by Congress (and their approval or disapproval by the
President), the performance of the economy, and technical considerations. Many of
the factors that determine whether budgetary goals will be met are beyond the direct
control of Congress. If economic conditions — growth, employment levels, inflation,
and so forth — vary significantly from projected levels, so too will actual levels of
revenue and spending. Similarly, actual levels may differ substantially if the technical
factors upon which estimates are based, such as the rate at which agencies spend their
discretionary funds or participants become eligible for entitlement programs, prove
faulty.

Budget Resolution Enforcement

Congress’ regular tools for enforcing the budget resolution each year are overall
spending ceil ngs and revenue floors and committee allocations and subdivisions of
spending. In addition, in recent years the Senate has enforced discretionary spending
limits in the budget resolution, which parallel the adjustable limits established in
statute and enforced by the sequestration process. In order for the enforcement
procedures to work, Congress must have access to complete and up-to-date
budgetary information so that it can relate mdividual measures to overall budget
policies and determine whether adoption of a particular measure would be consistent
with those policies. Substantive and procedural points of order are designed to obtain
congressional compliance with budget rules. . A point of order may bar House or
Senate consideration of legislation that violates the spending ceilings and revenue
floors in the budget resolution, committee subdivisions of spending, or congressional
budget procedures.

Budget Resolution Aggregates. In the carly years of the Congressional Budget
Act of 1974, the principal enforcement mechanism was the ceiling on total budget
authority and outlays and the floor under total revenues set forth in the budget
resolution. The limitations inherent in this mechanism soon became apparent. For
example, the issue of controlling breaches of the spending ceilings usually did not -
arise until Congress acted on supplemental appropriations acts, when the fiscal year
was well underway. The emergency nature of the legislation often made it difficult
to uphold the ceilings.

As part of the budget process changes made by the BEA of 1997, the aggregate
levels set in the budget resolution, and the associated discretionary spendmg limits and

comtmnee spending allocations, may be adjusted periodically for various factors. The

as authorized under a new Section 314 of the Congess:oml Budget Act
of 1974, are made pursuant to the consideration of legisiation in several different
categories and are meant to parallel similar adjustments made automatically in the
" statutory discretionary spending limits. Adjustments may be triggered by legisiation
“in the following five categories:

(1) measures containing designated emergency amounts of discretionary
spending, direct spending, or revenues,

(2) measures funding continuing disability reviews;

(3) measures providing an allowance for the International Monetary Fund,
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(4) measures funding arrearages for various international organizations,
international peacekeeping, and multilateral development banks (but only for the
period covering FY1998-2000 and subject to a limit of $1.884 billion in budget
authonty), and

(5) measures providing funds for an earned income tax credit compliance
initiative, subject to annual limits ranging from $138 million for FY 1998 to $146
million for FY2002.

Allocations of Spending to Committees. In view of the inadequacies in the
early years of congressional budgeting of relying on enforcement of the budget totals,
Congress changed the focus of enforcement in the 1980s to the committee allocations
and subdivisions of spending made pursuant to Section 302 of the act. The key to
enforcing budget policy is to relate the budgetary impact of individual pieces of
legislation to the overall budget policy. Because Congréss operates through its
committee system, an essential step in linking particular measures to the budget is to
allocate the spending amount, set forth in the budget resolution among House and
Senate committees.

Section 302(a) provides for allocations to committees to be made in the
statement of managers accompanying the conference report on the budget resolution.
A Section 302(a) allocation is made to each committee which has jurisdiction over
spending, both for the budget year and the full period covered by the budget
resolution (at least five fiscal years). Allocations made to the House and Senate
Appropriations Committees cover only the budget year and use the discretionary
spending categories established for the sequestration process. The committee
ailocations do not take into account jurisdiction over discretionary authorizations
funded in annual appropriations acts. The amounts of new budget authority and
outlays allocated to committees in the House or Senate may not exceed the aggregate
amounts of budget authority and outlays set forth in the budget resolution. Although
these allocations are made by the Budget Committees, they are not the unilateral
preferences of these committees. They are based on assumptions and understandings
developed in the course of formulating the budget resolution.

After the allocations are made under Section 302(a), the House and Senate
Appropriations Committees subdivide the amounts they receive among their 13
subcommittees, as required by Section 302(b). The subcommittees’ Section 302(b)
subdivisions may not exceed the total amount aliocated to the committee. Each
Appropriations Committee reports its subdivisions to its respective chamber; the
appropriations bills may not be considered until such a report has been filed.

Scorekeeping and Cost Estimates. Scorekeeping is the process of measuring
the budgetary effects of pending and enacted legislation and assessing its impact on
a budget plan — in this case, the budget resolution. In the congressional budget

_process, scorekeeping serves several broad purposes. First, scorekeeping informs
"Members of Congress and the public about the budgetary consequences of their
actions. When a budgetary measure is under consideration, scorekeeping information
lets Members know whether adopting the amendment or passing the bill at hand
would breach the budget. Further, scorekeeping information enables Members to
judge what must be done in upcoming legislative action to achieve the year’s
budgetary goals. Finally, scorekeeping is designed to assist Congress in enforcing its
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budget plans. In this regard, scorekeeping is used largely to determine whether points
of order under the Congressional Budget Act of 1974 may be sustained against .
legislation violating budget resolution levels.

The principal scorekeepers for Congress are the House and Senate Budget
committees, which provide the presiding officers of their respective chambers with the
estimates needed to determine if legislation violates the aggregate levels in the budget
resolution or the committee subdivisions of spending. The Budget committees make
summary scorekeeping reports available to Members on a frequent basis, usuaily
geared to the pace of legisiative activity. CBO assists Congress in these activities by
preparing cost estimates of legislation, which are included in committee reports, and
scorekeeping reports for the Budget committees. The Joint Committee on Taxation
supports Congress by preparing estimates of the budgetary impact of revenue
legisiation.

Points of Order. The Congressional Budget Act of 1974 provides for both
substantive and procedural points of order to block violations of budget resolution
policies and congressional budget procedures. One element of substantive
enforcement is based on Section 311 of the act, which bars Congress from considering
legisiation that would cause tota] revenues to fail below the level set in the budget
resolution or total new budget authority or total outlays to exceed the budgeted level.
In the House (but not the Senate), Section 311 does not apply to spending legisiation
if the committee reporting the measure has stayed within its allocation of new
discretionary budget authority. Accordingly, the House may take up any spending
measure that is within the appropriate committee allocations, even if it would cause
total spending to be exceeded. Neither chamber bars spending legisiation that would
cause functional allocations in the budget resolution to be exceeded.

Section 302(f) of the Congressional Budget Act of 1974 bars the House and
Senate from considering any spending measure that would cause the relevant
committee’s spending allocations to be exceeded; in the House, the point of order
applies only to violations of allocations of new discretionary budget auchority.
Further, the point of order also applies to suballocations of spending made by the
Appropriations Committees.

The Senate, but not the House, enforces revenue and spending levels for Social
Security contained in the budget resolution. Section 311 bars the consideration of any
legisiation that would cause an increase in Social Security deficits, or a decrease in
Social Security surpiuses, relative to the ievels set forth in the budget resolution, for
the budget year or the full period covered by the budget resolution.

In addition to points of order to enforce compliance with the budget resolution
and the allocations and subdivisions made pursuant to it, the Congressional Budget
- Act of 1974 contains points of order to ensure compliance with its procedures.
Perhaps the most important of these is Section 303, which bars consideration of any
revenue, spending, entitiement, or debt-limit measure prior to adoption of the budget
resolution. However, the rules of the House permit it to consider regular
appropriations bills after May 15, even if the budget resolution has not yet been
adopted. -
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When the House or Senate considers a revenue or a spending measure. the
chairman of the respective Budget Committee usually makes a statement advising the
chamber as to whether the measure violates any of these points of order. [f no point
of order is made, or if the point of order is waived, the House or Senate may consider
a measure despite any violations of the Congressional Budget Act of 1974. The
House often waives points of order by adopting a special rule. The Senate may waive
points of order by unanimous cousent or by motion under Section 904 of the act. The
Senate requires a three-fifths vote of the membership to waive certain provisions of
the act.

The Sequestration Process

Establishment of the Sequestration Process

After a decade of experience with the Congressional Budget Act of 1974,
Congress faced persistent high deficits and increasing budgetary deadlock. In 1985,
it enacted legislation aimed at bringing the-federal budget into balance by the early
1990s. That legislation — the Balanced Budget and Emergency Deficit Control Act
of 1985 (Title Il of P.L. 99-177; 99 Stat. 1038-1101) — sometimes is referred to as
the Gramm-Rudman-Hollings Act.

The 1985 Balanced Budget Act established a series of declining annual deficit
targets and created an automatic spending-reduction process (known as sequestration)
intended to ensure that the deficit targets are adhered to even if Congress and the
President fail to reduce the deficit sufficiently through legislative action. Congress
made significant changes in the 1985 act in 1987, 1990, and 1997. The Budget
Enforcement Act (BEA) of 1990 (Title XIII of P.L. 101-508; 104 Star. 1388-573
through 630) made major changes in conjunction with the enactment of a five-year
deficit-reduction accord covering FY1991-1995. In 1993, the BEA procedures were
extended through FY1998 as part of another comprehensive budget agreement
between the President and Congress. Most recently, the procedures were extended
through FY2002, with modifications, by the Budget Enforcement Act (BEA) of 1997
(Title X of P.L. 105-33; 111 Stat. 677-712), as part of a plan to balance the budget
by that fiscal year®

Sequestration involves the issuance of a presidential order that permanently
cancels budgetary resources (except for revolving funds, special funds, trust funds,
and certain offsetting collections) for the purpose of achieving a required amount of
outlay savings to reduce the deficit. Once sequestration is triggered by an executive
determination, spending reductions are made automatically; this process, therefore,

_ is regarded by many as providing a strong incentive for Congress and the President
~ to reach agreement on legislation that would avoid a sequester.

From its inception in 1985 until its revision by the BEA in 1990, the process was
tied solely to the enforcement of fixed deficit targets. If a sequester occurred, a

} For a discussion of these changes. see Budger Enforcement Act of 1997: Summary
and Legisiarive History, by Robert Keith, CRS Report 97-931, October 8, 1997, 23 pages.
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formula set forth in the 1985 Balanced Budget Act required that half the required
outlay reductions be made in defense programs and half in nondefense programs. For
the most part, sequestration reductions were made uniformly across the range of
accounts covered by the process and were applied uniformly to programs, projects,
and activities within accounts. Many accounts, involving roughly two-thirds of
federal outlays, were exempt from sequestration. For certain entitlement programs,
the reductions were made under special rules (for example, Medicare could not be cut
more than two percent).

Changes Made by the Budget Enforcement Acts of 1990 and 1997

The BEA of 1990 changed the sequestration process substantially. First, it
effectively eliminated the deficit targets as a factor in budget enforcement. Second,
the BEA of 1990 established adjustable limits on discretionary spending funded in the
annual appropriations process. Third, the BEA of 1990 created pay-as-yo i-go
procedures to require that increases in direct spending (i.e., spending controlled
outside of the annual appropriations process) or decreases in revenues due to
legislative action are offset so that there is no net increase in the deficit.

The BEA of 1990 established new sequestration procedures to enforce the
discretionary spending limits and the pay-as-you-go requirements. To the extent that
any sequesters must be made, they will occur on the same day (which must be within
15 calendar days after Congress adjourns to end.a session); sequestration of this type
is referred to as “end-of-session sequestration.” Further, one or more additional
sequesters may occur subsequently in the fiscal year to eliminate any breach in the
discretionary spending limits; this type of sequestration is referred to as
“within-session sequestration.”

Previously, the surpluses of the Social Security trust funds were included in the
deficit estimates made under the 1985 Balanced Budget Act but Social Security
spending (except for administrative expenses) was exempt from sequestration. Under
the BEA of 1990, Social Security spending still is exempt from sequestration, but the
trust fund surpluses are excluded from the deficit estimates.

The BEA of 1990 established adjustable limits on discretionary spending. For
fiscal years 1991-1993, separate limits were set for new budget authority and outlays
for three different categories — defense, international, and domestic. For fiscal years
1994-1998, limits on new budget authority and outlays were established for a singie
category — total discretionary spending. In 1994, the Violent Crime Control and
Law Enforcement Act of 1994 (P.L. 103-322) established separate but parailel
sequestration procedures for violent crime reduction programs through FY2000.

= The BEA of 1997 revised the limits for FY1998 and provided new limits through
FY2002. The limits are established for the following categories of discretionary
spending: defense and nondefense, for FY1998-1999, discretionary (a single
category), for FY2000-2002; and violent crime reduction, for FY1998-2000.

Under modifications made by the BEA of 1997, the discretionary spending limits
must be adjusted periodically by the President for various factors, including (among
others). changes in concepts and definitions, a special outlay allowance (to
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accommodate estimating differences between OMB and CBO), and the enactment of
legislation providing emergency funding and funding for the International Monetary
Fund, international arrearages, an earned income tax credit compliance initiative, and
other specially-designated purposes. '

Enforcement of the spending limits is. accomplished through a special
sequestration process that is triggered automatically if the applicable spending limit
is breached through the enactment of legisiation. If the enactment of legislation
causing a breach in the spending limits occurs during the last quarter of the fiscal year
(i.e., between July 1 and September 30), the appropriate discretionary spending limits
for the next fiscal year are reduced by the amount of the breach.

Under the pay-as-you-go. (PAYGOQ) process created by the BEA of 1990,
legislation increasing direct spending or decreasing revenues must be offset so that the
deficit is not increa~ed. The PAYGO process does not require any offsetting action
when the spending increase or revenue decrease is due to the operation of existing
law, such as an increase in the number of persons participating in the Medicare
program. Direct spending consists largely of spending for entitlement programs.
Most direct spending and revenue programs are established under permanent law, so
there is not necessarily any neeq for recurring legislative action on them (and the
PAYGO process does not require such action).

Enforcement of the PAYGO process also is accomplished through a special
sequestration procedure. The PAYGO process does not preclude Congress from
enacting legislation to increase direct spending; it only requires that the increase be
offset by reductions in other direct spending programs (which could include increases
in offsetting receipts), by increases in revenues, or by a combination of the two in
order to avoid a sequester. If a sequester under this process is required, it would have
to offset the amount of any net deficit increase for the fiscal year caused by the
enactment of legislation in the current and prior sessions of Congress, and would be

applied to non-exempt direct spending programs.

Spending for Social Security benefits and current federal deposit insurance
commitments, as well as emergency direct spending and revenue legislation (so
designated by the President and by Congress in statute) that would cause & deficit
increase, is exempted completely from the PAYGO sequestration process. All
remaining direct spending programs are covered by the PAYGO process to the extent
that legisiation affecting their spending levels is counted in determining whether a net
increase or decrease in the deficit has occurred for a fiscal year. If 3 PAYGO
sequester occurs, however, many direct spending programs would be exempt from
reduction.

The BEA of 1997 extended the coverage of the PAYGO requirement to
“legisiation enacted through FY2002; however, the PAYGO process remains in effect
through FY2006 to deal with the outyear effects of such measures. Consequently, a
PAYGO sequester could occur in FY2003-2006 based on legislation enacted before
the end of FY2002.

As originally framed, the 1985 Balanced Budget Act provided for the automatic
issuance of a sequestration order by the President upon the submission of a report by



69

CRS-16

the comptroiler general identifying a deficit excess. This feature of the act was
invalidated by a Supreme Court ruling (Bowsher v. Synar, 54 USLW 5064, U S. July
7, 1986) in 1986 on the ground that the constitutional separation-of-powers doctrine
was violated because the comptroller general is a legislative branch official. Congress
subsequently revised the process in the Balanced Budget and Emergency Deficit
Control Reaffirmation Act of 1987 by placing the triggering function in the hands of
the OMB director, an executive branch official.

The Timing of Sequestration Actions

The muitiple sequestration procedures established by the BEA of 1990 remain
automatic and are triggered by a report from the OMB director. For sequestration
purposes generally, there is only one triggering report issued each year (just after the
end of the session). Additionallyy, OMB reports triggering a sequester for
discretionary spending may be issued during the following session if legislative
developments so warrant (i.e., the enactment of supplemental appropriations). The
CBO director must provide advisory sequmanon reports, five days before the OMB
director’s reports are due.

The timetable for the sequestration process is set forth in Table 2.

Early in the session, OMB and CBO issue sequestration preview reports. The
reports provide estimates of the discretionary spending limits, with the adjustments
prescribed by law. Also, the reports provide estimates of any net deficit increase or
decrease caused by the enactment of direct spending or revenue legisiation subject to
the PAYGO process. In August, OMB and CBO issue sequestration update reports
to reflect the impact of legislation enacted during the interim. Finally, OMB and CBO
issue sequestration reports shortly after ongress adjourns to end the session. The
end-of-session reports must reflect any pertinent legislation enacted since the update
reports were issued and must indicate the baseline amount of budgetary resources and
the amount and percentage of the reduction for each account subject to sequestration.

In preparing its update and final sequestration reports, OMB must use the
economic and technical assumpﬁons that were used in the earlier preview report.
During the course of the session, OMB must provide Congress with cost estimates
of budgetary legislation within five days of its enactment, so that compliance with the
dxsamnryspamghmnsandPAYGOreqmmnmcanbemomtored The cost
estimates must be based on the economic and technical assumptions used in the
President’s most recent budget.

Several other reports are associated with the sequestration process. For

, within-session sequestration reports may be issued by CBO and OMB (no

later thm July 10 and July 185, respectively) if supplemental appropriations or other

dlumomspmdmglsmedthnmabrmhmadamomspendmg

limit. Also, the comptroller general must issue a compliance report, if requested by

either the House or Senate Budget Committee, evaluating whether the OMB and
CBO reports and the presidential order comply with the requirements of the act.

Any sequestration order issued by the President must follow the OMB
sequestration report strictly.
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Table 2. Sequestration Process Timetable

Deadline Actioa to be completed

5 days before the President’s CBO issues sequestration preview report.
budget submission

Date of the President’s budget | OMB issues sequestration preview report

submission (as part of the President’s budget).
August 10 President notifies Congress if he intends to
exempt military personnel accounts.
_&gyst 15 CBO issues sequestration update report.
| August 20 OMB issues sequestration update report.

10 days after end of session CBO issues final sequestration report.

15 days after end of session OMB issues final sequestration report;
, | President issues any required sequestration
rdet

Sequestration procedures may be suspended in the event a declaration of war is
enacted or if Congress enacts & special joint resolution triggered by the issuance of a
CBO report indicating “low growth” in the economy. Also, there are several special

under the act by which the final sequestration order for a fiscal year may
be modified or the implementation of the order affected.

Spending Legislation

The spending policies of the budget resolution generally are implemented
through two different types of spending legislation. Policies involving discretionary
spending are implemented in the context of annual appropriations acts, whereas
policies affecting direct or mandatory spending (which, for the most part, involves
entitiement programs) are casried out in substantive legislation.

All discretionary spending is under the jurisdiction of the House and Senate
Appropristions Committees. Direct spending is under the jurisdiction of the various
legislative committees of the House and Senate; the House Ways and Means
Committee and the Senate Finance Committee have the largest shares of direct
spending jurisdiction. (Some entitlement programs, such as Medicaid, are funded in

_ annual appropristions acts, but such spending is not considered to be discretionary.)
The enforcement procedures under the congressional budget process, mentioned
bove, apply equally to discretionary and direct spending.

In recent years, many of the most significant changes in direct spending
programs, from a budgetary standpoint, have been made in the reconciliation process
(see discussion below). The greatest number of spending decisions in any year occurs
in the annual appropriations process.
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The Annual Appropriations Process

An appropriations act is a law passed by Congress that provides federal agencies
legal authority to incur obligations and the Treasury Department authority to make
payments for designated purposes. The power of appropriation derives from the
Constitution, which provides that “No money shail be drawn from the Treasury but
in consequence of appropriations made by law.” The power to appropriate is
exclusively a legisiative power; it functions as a limitation on the executive branch.
An agency may not spend more than the amount appropriated to it, and it may use
available funds only for the purposes and according to the conditions provided by
Congress.

The Constitution does not require annual appropriations, but since the First
Congress the practice has been to make appropriations for a single fiscal year.
Appropriations must be used (obligated) in the fiscal year for which they are provided,
uniess the law provides that they shall be available for a longer period of time. All
provisions in an appropriations act, such as limitations on the use of funds, expire at
the end of the fiscal year, unless the language of the act extends their period of
effectiveness.

In the federal government, an'appropriation makes funds available for obligation;
it does not usually require that outlays be made in any particular fiscal year. Outlays
often ensue years after the appropriations are obligated.

The President requests annual appropriations in his budget submitted in January
or February of each year. In support of the President’s appropriations requests,
agencies submit justification materials to the House and Senate Appropriations
committees. These materials provide considerably more detail than is contained in the
President’s budget and are used in support of agency testimony during Appropriations
subcommittee hearings on the President’s budget.

Congress passes three main types of appropriations measures. Regular
appropriations provide budget authority to agencies for the next fiscal year.
Supplemental appropriations provide additional budget authority during the current
fiscal year when the regular appropriation is insufficient or to finance activities not
provided for in the regular appropriation. Continuing appropriations provide
stop-gap (or full-year) funding for agencies that have not received a regular
appropriation by the start of the fiscal year.

In a typical session, Congress acts on more than 16 appropriations measures,
including 13 regular appropriations bills and at least two supplemental appropriations
measures. Because of recurring delays in the appropriations process, Congress
typically passes one or more continuing appropriations each year. The scope and
-duration of these measures depend on the status of the regular appropriations bills and
the degree of budgetary conflict between the President and Congress. In some years,
a continuing appropriations measure has been turned into an omnibus measure for
enactment of regular appropriations bills.

By precedent, appropriations originate in the House of Representatives. In the
House, appropriations measures are originated by the Appropriations Committee
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(when it marks up or reports the measure) rather than being introduced by a Member

. Before the full Committee acts on the bill, it is considered in the relevant
appropriations subcommittee (the House and Senate Appropriations committees have
13 parallel subcommittees). The House subcommittees typically hold extensive
hearings on appropriations requests shortly after the President’s budget is submitted.
In marking up their appropriations bills, the various subcommittees are guided by the
discretionary spending limits and the allocations made to them under Section 302 of
the Congressional Budget Act of 1974.

The Senate usually considers appropriations measures after they have been
passed by the House. Hearings in the Senate Appropriations subcommittees generally
are not as extensive as those held by counterpart subcommittees in the House. When
the Senate (either in committee or on the floor) changes a House-passed
appropriations measure, it does so by inserting consecutively-numbered amendments.
The conference to resolve differences in the measures passed by the two chambers
considers each of the numbered amendments. Congressional action on a measure is
not complete until both the House and Senate have successfully disposed of all
numbered amendments.

The basic unit of an appropriation is an accounmt. A single unnumbered
paragraph in an appropriations att comprises one account and all provisions of that
paragraph pertain to that account and to 1o other, uniess the text expressly gives them
broader scope. Any provision limiting the use of funds enacted in that paragraph is
a restriction on that account alone. -

Over the years, appropriations have been consolidated into a relatively small
number of accounts. It is typical for a federal agency to have a single account for all
its expenses of operation and additional accounts for other purposes such as
construction. Accordingly, most appropriation accounts encompass a number of
activities or projects. The appropriation sometimes earmarks specific amounts to
pmiqﬂaracﬁviﬁeswithintheawounubmmemcomnonprwﬁceistopmvide
detailed information on the amounts intended for each activity in other sources
(principally, the committee reports accompanying the measures).

In addition to the substantive limitations (and other provisions) associated with
each account, each appropristions act has “general provisions™ that apply to ail of the
accounts in a title or in the whole act. These general provisions appear as numbered
sections, usually at the end of the title or the act.

Thcumdardnppropﬁaﬁonisforlsingleﬁwdyw—theﬁmdshavetobe
obﬁmed&nhudnﬁnlwaotwﬁebduymprwided;duyhpnifwobﬁgud
by the end of that year. An appropriation that does not mention the period during
which the funds are to be available is a one-year appropriation. Congress also makes
no-ywappropﬁniombyspedfyingdmﬂnﬁndsduﬂmnﬁnavaﬂableunﬁl
" expended. No-year funds are carried over to fusture years, even if they have not been
obligated. Congwwmhmmkumlﬁywwopﬁaﬁmwbichpmvﬁefa
funds to be available for two or more fiscal years.

Appropriations measures also contain other types of provisions that serve
specialized purposes. These include provisions that liquidate (pey off) obligations
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made pursuant to certain contract authority; reappropriate funds provided in previous
years; transfer funds from one account to another; rescind funds (or release deferred
funds); or set ceilings on the amount of obligations that can be made under permanent
appropriations, on the amount of direct or guaranteed loans that can be made, or on
the amount of administrative expenses that can be incurred during the fiscal year. In
addition to providing funds, appropriations acts often contain substantive limitations
on government agencies.

Although appropriations accounts often span many activities, each agency
supplements account-level data with detailed budget justifications. While agencies
have discretion to vary their actual expenditures from the detailed supporting
schedules, the Appropriations committees expect them to adhere to their justifications
to the extent practicable. When an agency shifts funds from one program to another
in the same account, it must go through reprogramming procedures. Less significant

“changes are handled informally, or by the agency unilaterally, but there has been a
pronounced trend for Congress to hold agencies more closely to the spending patterns
set forth in their budget justifications.

Detailed information on how funds are to be spent, along with other directives
or guidance, is provided in the reports accompanying the various appropriations
measures. Agencies ordinarily bide by report language in spending the funds
appropristed by Congress. The appropriations reports do not comment on every item
of expenditure. Report language is most likely when the Appropristions Committee
prefers to spend more or less on a particular item than the President has requested or
when the committee wants to earmark funds for a particular project or activity. When
a particular item is mentioned by the committee, there is a strong expectation that the
agency will adhere to the instructions. In recent years, these instructions have tended
to become more numerous and specific.
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Revenue and Debt-Limit Legislation

Revenue Legislation

Article [, Section 8 of the U.S. Constitution gives Congress the power to levy
“taxes, duties, imposts, and excises.” Section 7 of this Article requires that all
revenue measures originate in the House of Representatives.

In the House, revenue legislation is under the jurisdiction of the Ways and Means
Committee; in the Senate, jurisdiction is held by the Finance Committee. While House
rules bar other committees from reporting revenue legislation, sometimes another
committee will report legislation levying user fees on a class that benefits from a
particular service or program or that is being regulated by a federal agency. In many
of these cases, the user fee legislation is referred subsequently to the Ways and Means
Committee.

Most revenues derive from existing provisions of the tax code or Social Security
law, which continue in effect from year to year unless changed by Congress. This tax
structure can be expected to produce increasing amounts of revenue in future years
as the economy expands and incomes rise. Nevertheless, Congress usually makes
some changes in the tax laws each year, either to raise or lower revenues or to
redistribute the tax burden.

Congress typically acts on revenue legislation pursuant to proposals in the
President’s budget. An early step in congressional work on revenue legislation is
publication by CBO of its own estimates (developed in consultation with the Joint
Committee on Taxation) of the revenue impact of the President’s budget proposals.
The congressional estimates often differ significantly from those presented in the
President’s budget.

The revenue totals in the budget resolution establish the framework for
subsequent action on revenue measures. Congress generally may not consider
legislaﬁonincreuingordecrusingrevmaford\enmﬁwdywunﬁlithu
adopted the budget resolution for that year. Congress sometimes waives this
requﬁam—ind\eﬂouse.usnﬂybyuunsofaspeddnﬂereponedbythemﬂes
Committee; in the Senate, uwallybyunuﬁmousconsemorbyawaivermoﬁon
authorized by the Congressional Budget Act of 1974.

The budget resolution contains only revenue totals and total recommended
cmmmmmmmngmememm(dthoughitdmm
out Medicare receipts separately), nor does it specify which provisions of the tax code
are to be changed. These specific decisions are made in the revenue legislation
reported by the House and Senate committees with jurisdiction over such matters.

been the case with direct spending programs, mmyofﬂnmostsigi:iﬁumchmgain
revenue policy in recent years have been made in the context of the reconciliation
process. Although revenue changes usually are incorporated into omnibus budget
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reconciliation measures, along with spending changes (and sometimes debt-limit
increases), such revenue legislation may be considered on a separate legislative track
(e.g.. the Tax Equity and Fiscal Responsibility Act of 1982).

Occasionally, congressional leaders may decide that the Senate should take the
initiative on particular revenue matters. Congress can accommodate this strategy,
without violating the constitutional requirement that revenue matters originate in the
House, by attaching the Senate’s revenue initiatives to a minor House-passed revenue
bill. As a general matter, however, the House carefully guards its constitutional
prerogative.

In enacting revenue legislation, Congress often establishes or alters tax
expenditures. The term “tax expenditures” is defined in the Congressional Budget
Act of 1974 to include revenue losses due to deductions, exemptions, credits, and
other excef tions to the basic tax structure. Tax expend:.ures, as discussed previously,
are a means by which the federal government pursues public objectives and can be
regarded as alternatives to other policy instruments such as grants or loans. Tax
expenditures are classified by budget function to facilitate the comparison of spending
programs and tax expenditures.. The Joint Committee on Taxation estimates the
revenue effects of legislation changing tax expenditures, and it also publishes five-year

projections of these provisions as an annual committee print.
Debt-Limit Legislation

When the revenues collected by the federal government are not sufficient to
cover its expenditures, it must finance the shortfall through borrowing. Federal
borrowing is subject to a public debt limit established by statute. As long as the
federal government continues to operate with a budget deficit, the public debt limit
must be increased periodically. Failure to increase the debt limit in a timely manner
could lead to inefficient, stop-gap financing practices by the Treasury Department and
eventually to default. The frequency of congressional action to raise the debt limit has
ranged in the past from several times in one year to once in several years.

Legislation to raise the public debt limit falls under the jurisdiction of the House
Ways and Means Committee and the Senate Finance Committee. Although
considerztion of such measures in the House usually is constrained through the use
of special rules, Senate action sometimes is far-ranging with regard to the issues
covered. In the past, the Senate has added many non-germane provisions to debt-
limit measures, such as the Balanced Budget and Emergency Deficit Control Act of
1985. -

. In 1979, the House amended its rules to provide for the automatic engrossment
of a measure increasing the debt limit upon final adoption of the conference report on
the budget resolution. The rule, House Rule XLIX (commonly referred to as the
Gephardt rule, after its sponsor, Representative Richard Gephardt), was intended to
facilitate quick action on debt increases. However, the Senate has no comparable rule
and often considers such legislation thoroughly, if not at length. The House and
Senate may enact debt-limit legislation originating under the Gephardt rule or arising
under conventional legislative procedures. In some instances, Congress has enacted
debt-limit increases as part of omnibus budget reconciliation legislation.
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Reconciliation Legislation

Beginning in 1980, Congress has used reconciliation legisiation to implement
many of its most significant budget policies. Section 310 of the Congressional Budget
Act of 1974 sets forth a special procedure for the development and consideration of
reconciliation legislation. Reconciliation legislation is used by Congress to bring
existing revenue and spending law into conformity with the policies in the budget
resolution. Reconciliation is an optional process, but Congress has used it more years
than not; during the 18 calendar years covering 1980 through 1997, 14 omnibus
reconciliation measures were enacted into law.

The reconciliation process has two stages: (1) the adoption of reconciliation
instructions in the budget resolution; and (2) the enactment of reconciliation
legislation that implements changes in revenue or spending laws. Although
reconciliation has been us d since 1980, specific procedures tend to vary from year
to year. .

Reconciliation is used to change the amount of revenues, budget authority, or
outlays generated by existing law. In a few instances, reconciliation has been used to
adjust the public debt limit. On the spending side, the process focuses on entitlement
laws; it may not be used, however, to impel changes in Social Security law.
Reconcilistion sometimes has been applied to discretionary authorizations (which are
funded in annual appropriations acts), but this is not the usual practice.

Reconciliation Directives

Reconciliation begins with a directive in a budget resolution instructing
designated committees to report legislation changing existing law (or pending
legislation). These instructions have three components: (1) they name the committee
(or committees) that are directed to report legislation; (2) they specify the amounts
by which existing laws are to be changed (but do not identify how these changes are
to be made, which laws are to be aitered, or the programs to be affected); and (3) they -
usually set a deadline by which the designated committees are to recommend the
changes in law. The instructions typicaily cover the same fiscal years covered by the
budget resolution, with separate dollar amounts specified for each of the years.

The dollar amounts are computed with reference to the CBO baseline. Thus, &
change represents the amount by which revenues or spending would increase or
decrease from baseline levels as a result of changes made in existing law. This
computation is itself based on assumptions about the future level of revenues or
spending under current law (or policy) and about the dollar changes that would ensue
from new legislation. Hence, the savings associated with the reconciliation process
are assumed savings. The actual changes in revenues or spending may differ from
“those estimated when the reconciliation instructions are formulated.

Although the instructions do not mention the programs to be changed, they are
based on assumptions as to the savings or deficit reduction that would resuit from
particular changes in revenue provisions or spending programs. These program
assumptions are sometimes printed in the reports on the budget resolution. Even
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when the assumptions are not published, committees and Members usually have a
good idea of the specific program changes contemplated by the reconciliation
instructions.

A committee has discretion to decide on the legislative changes to be
recommended. It is not bound by the program changes recommended or assumed by
the Budget committees in the reports accompanying the budget resolution. Further,
a committee has to recommend legislation estimated to produce dollar changes for
each category delineated in the instructions to it. Thus, it has to satisfy separately the
instruction for budget authority and outlays for each fiscal year covered by the
instructions.

When a budget resolution containing a reconciliation instruction has been
approved by Congress, the instruction has the status of an order by the House and
Senate to designated com nittees to recommend legislation, usually by a date certain.
It is expected that committees will carry out the instructions of their parent chamber,
but the Congressional Budget Act of 1974 does not provide any sanctions against
committees that fail to do so. .

Devglopment and Consideration of Reconcilistion Measures

When more than one committee in the House and Senate is subject to
reconciliation directives, the proposed legisiative changes usually are consolidated by
the Budget committees into an omnibus bill. The Congressional Budget Act of 1974
does not permit the Budget committees to revise substantively the legisiation
recommended by the committees of jurisdiction. This restriction pertains even when
the Budget committees estimate that the proposed legislation will fall short of the
dollar changes called for in the ins.ructions. Sometimes, the Budget committees,
working with the leadership, develop alteratives to the committee recommendations,
to be offered as floor amendments, so as to achieve greater compliance with the
reconciliation directives.

The Congressional Budget Act of 1974 requires that amendments offered to
reconciliation legislation in either the House or the Senate be deficit neutral. To meet
this requirement, an amendment reducing revenues or increasing spending must offset
these deficit increases by equivalent revenue increases or spending cuts. Additionally,
non-germane amendments may not be offered in either chamber.

During the first several years’ experience with reconiliation, the legislation
contained-many provisions that were extraneous to the purpose of reducing the
deficit. - The reconciliation submissions of committees included such things as
pmvidmsthnlndmmdgauyeﬁ'ea.dmincrwedspendingorreducedrevenm
or that violated another committee’s jurisdiction.

In 1985, the Senate adopted the Byrd rule (named after its principal sponsor,
Senator Robert C. Byrd) on a temporary basis as a means of curbing these practices.
The Byrd rule has been extended and modified several times over the years. In 1990,
the Byrd rule was incorporated into the Congressional Budget Act of 1974 as Section
313 and made permanent (2 U.S.C. 644).
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A Senator opposed to the inclusion of extraneous matter in recongiliation
legislation has two principal options for dealing with the problem. First, the Senator
may offer an amendment (or a motion to recommit the measure with instructions) that
strikes such provisions from the legisiation. Second, under the Byrd rule, the Senator
may raise a point of order against extraneous matter. In general, a point of order
authorized under the Byrd rule may be raised to strike extraneous matter already in
the bill as reported or discharged (or in the conference report), or to prevent the
incorporation of extraneous matter through the sdoption of amendments or motions.
A motion to waive the Byrd rule, or to sustain an appeal of the ruling of the chair on
a point of order raised under the Byrd rule, requires the affirmative vote of three-fifths
of the membership (60 Senators, if no seats are vacant).

Although the House has no rule comparable to the Senate’s Byrd rule, it may use
other devices to control the inclusion of extraneous miatter in reconciliation
legisiation. In particular, the House has used special rules to make in order
amendments that strike such matter.

Impoundment and Line-Item Veto

.

Impoundment

Although an appropristion limits the amounts that can be spent, it also
establishes the expectation that the available funds will be used to carry out authorized
activities. Hence, when an agency fails to use all or part of an appropriation, it
deviates from the intentions of Congress. The Impoundment Control Act of 1974
(Title X of the Congressional Budget and Impoundment Control Act of 1974, as
amended) prescribes rules & 1d procedures for instances in which available funds are
impounded.

An impoundment is an action or inaction by the President or a federal agency
that delays or withholds the obligation or expenditure of budget authority provided -
in law. The Impoundment Control Act of 1974 divides impoundments into two
categories and establishes distinct procedures for each. A deferral delays the use of
funds; a rescission is a presidential request that Congress rescind (cancel) an
appropriation or other form of budget suthority. Defecral and rescission are exclusive
MWMmimpoundMiseiﬂwamdsﬁonoradefmﬂ—
it cannot be both or something eise.

Ahhwdl'unpwndnummdeﬁnedbroadlybymehnpoundmauComrolAct
of1974.inpractieetheymlimitedtormjoracﬁonsdnuﬂ'ectthelevdotmeof
expenditure. lfevay“uﬁonorinacﬁon”—thephrmusedinthehnpwndmem

~ Control Act of 1974 — that slowed the rate of expenditure were deemed to be an
hnpamdma&dmpmbnblywwldbemythouundsoﬁmpoundnmﬁmhyw.
In fact, at most only a few hundred are reported. As 2 general practice, only
deliberate curtailments of expenditure are reported as impoundments; actions having
oth«purposuthatincidemlyaﬂ‘ectthemeofspendinamnotmordeda
impoundments. For example, if an agency were to delay the award of a contract
because of a dispute with a vendor, the delay would not be an impoundment; if the
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delay were for the purpose of reducing an expenditure, it would be an impoundment.
The line between routine administrative actions and impoundments is not clear and
controversy occasionally arises as to whether a particular action constitutes an
impoundment.

A particularly difficult-to-identify impoundment occurs when the rate or level of
spending is deliberately slowed through indirect administrative means. For example,
if an agency cuts the size of the staff processing grant applications it might spend less
on grants than the amount provided by Congress, even if it does not expressly
impound the funds. These actions have come to be known as “de facto”
impoundments.

Rescissions. To propose a rescission, the President must submit a message to
Congress specifying the amount to be rescinded, the accounts and programs involved,
the estimated fiscal and program effects, and the reasons for the rescission. M ultiple
rescissions can be grouped in a single message. After the message has been submitted
to it, Congress has 45 days of “continuous session” (usually a larger number of
calendar days) during which it can pass a rescission bill. Congress may rescind all,
part, or none of the amount proposed by the President.

If Congress does not approve a rescission in legislation by the expiration of this
period, the President must make the funds available for obligation and expenditure.
If the President fails to release funds at the expiration of the 45-day period for
proposed rescissions, the comptroller’ general may bring suit to compel their release.
This has been a rare occurrence, however.

Deferrals. To defer funds, the President submits a message to Congress setting
forth the amount, the affected account and program, the reasons for the deferral, the
estimated fiscal and program effects, and the period of time during which the funds
are to be deferred. The President may not propose a deferral for a period of time
beyond the end of the fiscal year, nor may he propose a deferral that would cause the
funds to lapse or otherwise prevent an agency from spending appropriated funds
prudently. In accounts where unobligated funds remain available beyond the fiscal
year, the President may defer the funds again in the next fiscal year.

At present, the President may defer only for the reasons set forth in the
Antideficiency Act, including to provide for contingencies, to achieve savings made
possible by or through changes in requirements or greater efficiency of operations,
and as specifically provided by law. He may not defer funds for policy reasons (for
example, to curtail overall federal spending or because he is opposed to a particular
program).

The comptroller general reviews all proposed rescissions and deferrals and
‘advises Congress of their legality and possible budgetary and program effects. The
comptroller general also notifies Congress of any rescission or deferral not reported
by the President and may reclassify an improperty classified impoundment. In all
cases, a notification to Congress by the comptroller general has the same legal effect
as an impoundment message of the President.
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The Impoundment Control Act of 1974 provides for special types of legislation
— rescission bills and deferral resolutions — for Congress to use in exercising its
impoundment control powers. However, pursuant to court decisions that held the
legislative veto to be unconstitutional, Congress may not use deferral resolutions to
disapprove a deferral. Further, Congress has been reluctant to use rescission bills
regularly. Congress, instead, usually acts on impoundment matters within the
framework of the annual appropriations measures.

Line-Item Veto

During the 104th Congress, the Line Item Veto Act (P.L. 104-130; 110 Star.
1200-1212) was enacted as an amendment to the Impoundment Control Act of 1974.
Initially, proponents of the legisiation had sought to empower the President to veto
individual items of appropriation, largely as an antidote to what was perceived as
unnecessary, wasteful, and unjustified spending added to appropriations bills by the
House and Senate. This authority was widely described as comparable to that
possessed by the governors of most states.

The authority granted to the President under the Line Item Veto Act differs
markedly from the veto authority availabie to most chief executives at the state level.
First, the President may not veto individual parts of legislation. Under normal
constitutional procedures, the President must approve or veto any measure in its
entirety. His authority to use the line-item veto comes into play only after a measure
has been signed into law. Second, this authority applies not only to annual
appropriations, but extends to new entitlement spending and targeted tax benefits as
well. The line-item veto authority is in effect for 8 years, from the beginning of 1997
through the end of of 2004.

The Line Item Veto Act reverses the presumption underlying the process for the
consideration of rescissions under the Impoundment Control Act of 1974. Under the
Line ftem Veto Act, presidential proposals take effect unless overturned by legislative
action. The act authorizes the President to identify at enactment individual items in -
legislation that he may propose not go into effect. The identification is based not just
upon the statutory language, but on the entire legislative history and documentation.
The President must notify Congress promptly of his proposals and provide supporting
information. Congress must respond within a limited period of time by enacting a law
if it wants to disapprove the President’s proposals; otherwise, they take effect
permanently.

President Clinton exercised line-item veto authority for the first time on August
11, 1997, in cancelling an item of direct spending in the Balanced Budget Act of 1997
and two limited tax benefits in the Taxpayer Relief Act of 1997. Later that session,
he used the line-item veto to cancel dozens of discretionary spending projects in
-, several of the reguiar appropriations acts for FY1998.*

* These actions are discussed in Congressional Budget Actions in 1997, by Robert
Keith, CRS Issue Brief 97008, updated regularly.



81

CRS-28

(BLANK PAGE)



82

CRS-29
For Additional Reading
Glossaries

The General Accounting Office is required by statute to develop, maintain, and
publish periodicaily a budget glossary for the federal government. (This requirement,
found in 31 U.S.C. 1112, was added to the Legislative Reorganization Act of 1970
by Section 801(a) of the Congressional Budget Act of 1974 (88 Stat. 327-328).) The
most recent glossary, A Glossary of Terms Used in the Federal Budget Process
(GAO/AFMD-2.1.1), was issued in January 1993.

In addition to the GAO glossary, the Office of Management and Budget includes
a glossary in its Analytical Perspectives volume of the annual budget submission, the
Congressional Budget Office appends a glossary to its annual report on The Economic
and Budget Outlook, and the Congressional Research Service’s manual on the federal
budget process (cited below) provides a glossary in Appendix D.

Finally, many private publications contain budget glossaries. For example, terms
associated with the legislative process, including many budgetary terms, are defined
in Congressional Quarterly’s American Congressional Dictionary (second edition),
prepared originally by Walter Kravitz in 1993 and revised in 1997.

Congressional Research Service Products

The most extensive explanation of the federal budget process prepared by the
Congressional Research Service is provided in the following reports:

o Manual on the Federal Budget Process, by Allen Sclick, Robert Keith, and
Edward Davis. CRS Report 91-902 GOV, December 24, 1991, 218 pages;
and

o Budget Process Changes Made in the 102nd-103rd Congresses (1991-1994),
by Robert Keith and Edward Davis., CRS Report 95-457 GOV, March 31,
1995, 14 pages.

o Budget Process Changes Made in the 104* Congress (1995-1996), by Robert
Keith. CRS Report 97-44, December 27, 1996, 19 pages.

As mentioned above, the 1991 CRS manual includes a budget glossary. The
other two.CRS reports update the explanation of the budget process through the 104*
Congress. A fully revised and updated version of the manual will be issued in 1998.
Many other CRS products and services, including reports and issues briefs,
Videotapes, and seminars, are available on different facets of the federal budget
process.
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Budget Enforcement Act of 1997:
Summary and Legislative History

Summary

In July 1997, Congress completed action on two reconciliation bills: (1) the
Balanced Budget Act of 1997, which reduced mandstory spending; and (2) the
Taxpayer Relief Act of 1997, which reduced revenues, but inchuded partially offsetting
revenue increases. President Clinton signed the measures into law on August S, as
PL. 105-33 and P.L. 105-34, respectively. Together, the two reconciliation bills
implemented most of the deficit reduction and tax relief policies underlying the
bipartisan budget agreement between President Clinton and congressional leaders,
reached in May, and the FY1998 budget resolution, adopted in June. (The remainder
of the spending reductions necessary to achieve a balanced budget are expected to
occur in the annual appropriations process each year- under revised budget
procedures, discussed below.)

An important element of the reconciliation measures is changes in the federal
budget process. The changes are intended mainly to ensure compliance in the coming
years with the multi-year budget policies set in the legislation, thus preserving the
deficit reduction achieved by the two bills and maintaining the path to a balanced
budget. They are included in a sgparate title on budget enforcement, which is referred
to as the Budget Enforcement Act (BEA) of 1997. The House initially included the
budget process changes in the Balanced Budget Act of 1997, and the Senate initially
included comparable changes in the other reconciliation bill. During conference
action on the two measures, the House and Senate decided to include the budget
process changes in the Balanced Budget Act.

The budget process changes called for in the bipartisan budget agreement and
the FY 1998 budget resolution primarily involve an extension of current budget
enforcement procedures established under the Budget Enforcement Act (BEA) of
1990. These procedures include discretionary spending limits, covering annual
appropriations acts, and a pay-as-you-go requirement, covering legislation affecting -
mandatory spending or revenues. Both sets of procedures are enforced by
sequestration and were scheduled to expire at the end of FY1998.

The BEA of 1997 extends the discretionary spending limits and pay-as-you-go
requiremnent for legislation enacted through FY2002. In addition, it makes permanent
several changes in the congressional budget process made on a temporary basis by the
BEA of 1990, including the requirement that budget resolutions cover five, rather
than three; fiscal years. Further, the BEA of 1997 makes many technical and
conforming changes, correcting certain drafting errors in the BEA of 1990 and
bringing the law up to date for various changes enacted during the interim. Finally,
it makes other changes in the sequestration and congressional budget processes,
mostly minor ones that ratify recent changes in practice.
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Budget Enforcement Act of 1997:
Summary and Legislative History

In late July 1997, the House and Senate completed action on two bills
implementing reconciliation directives contained in the FY 1998 budget resolution.!
One bill, the Balanced Budget Act of 1997, H.R. 2015, reduced mandatory spending
and increased the statutory limit on the public debt. The other bill, the Taxpayer
Relief Act of 1997, HR. 2014, reduced revenues, but the reductions were offset
partially by significant revenue increases. President Clinton signed the measures into
law on August §, as P L. 105-33 and P.L. 105-34, respectively.’

Together, the two reconciliation bills implemented most of the deficit reduction
and tax relief policies undertying the bipartisan budget agreement between President
Clinton and congressional leaders, reached on May 2, 1997, and the budget
resolution, adopted by the House and Senate on June S. These policies are expected
to lead to a balanced budget by FY2002. (The remainder of the spending reductions
necessary to achieve a balanced budget are expected to occur in the annual
appropriations process each year undes revised budget procedures, discussed below.)

An important element of the reconciliation measures is changes in the federal
budget process. The changes are intended mainly to ensure compliance in the coming
years with the multi-year budget policies set in the legislation, thus preserving the
deficit reduction achieved by the two bills and maintaining the path to a balanced
budget. They are inchuded in a separate title on budget enforcement, which is referred
to as the Budget Enforcement Act (BEA) of 1997.

The House initially included the budget process changes in the Balanced Budget
Act of 1997, and the Senate initially included comparsble changes in the other
reconcilistion bill, the Taxpayer Relief Act of 1997. During conference action on the
two measures, the House and Senate decided to inciude the budget process changes
in the Balanced Budget Act.

This report provides a legisiative history of the BEA of 1997 and summarizes its
features.

! The directives were included in Section 104 (Reconciliation in the Senste) and Section
10S (Roconciliation in the House of Representatives) of H.Con.Res. 84, the budget resolution
for FY1998 (sce pages 15-20 of the conference report and pages 103-106 of the
accompanying joint explanatory statement, H.Rept. 105-116, June 4, 1997).

- 1For more information regarding congressional and presidential action on thess
measures, ses: Congressional Budget Actions in 1997, by Robert Keith, CRS Issue Brief
97008, updated periodically.



88

CRS-2
Legislative History

Development of the BEA of 1997 began many months before the legislation was
considered by the House and the Senate. In anticipation of the need to extend
existing procedures under the Budget Enforcement Act of 1990, scheduled to expire
at the end of FY' 1998, and to make technical and conforming changes to budget laws,
staff of the House and Senate Budget Committees began working on the same basic
draft legislation. The two committees also involved the Congressional Budget Office
(CBO) and the Office of Management and Budget (OMB) in the development of the
legisiation. Before the House and Senate considered the BEA of 1997 as part of the
reconciliation process, a commitment to budget process change was made in the
bipartisan budget agreement and reaffirmed during action on the budget resolution.

Bipartisan Budget Agreement and Budget Resolytion

House and Sena ¢ action on the budget resolution was preceded by budget
negotiations between congressional leaders and the President. Some informal
discussions took place earlier in the session, but negotiations began in carnest on
March 31. On Friday, May 2, President Clinton and congressional leaders announced
that they had reached agreement on a plan to balance the budget by FY2002. An
extensive written summary of the agreement was finalized on May 16.

The agreement consisted of 10 general items, separately enumerated, as well as
budgetary tables and explanations of policy assumptions in specific program areas.
Under the agreement, the House and Senate were charged with developing a budget
resolution, and subsequent spending and revenue legisiation, consistent with the
assumptions laid out in the agreement. The fifth general item addressed the treatment
of the budget process included in the agreement:

5. Agreed budget process items will be included in the budget
resolution (as appropriate) and reconciliation, and are set forth
in the budget process description included in the Agreement.

The budget process description sppended to the agreement is provided verbatim
in Figure 1.

For the most part, the agreement called for the extension through FY2002 of
existing enforcement procedures under the Budget Enforcement Act (BEA) of 1990.
(PAYGO)-requirement, otherwise would have expired at the end of FY1998.
Procedures associated with the discretionary spending limits were to be modified,
mainly to establish defense and nondefense categories of discretionary spending for
FY1998 and FY1999. The balances on the PAYGO scorecard were to be reset to

) 3 The text of the agreeament was included on pages 75-92 of a print of the Senate Budget

Committee (issued in lieu of a committee report on the budget resolution): Concurrent
Resolution on the Budger: FY 1998, S.Prt. 10527, May 1997. This document is available
on the Internet at http://www.access. gpo.gow/congress/senate/senate06. htmi.
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zero, so that the deficit reduction achieved through reconciliation (and the enactment
of other measures) could not be used to offset future increases in direct spending.

Figure 1. Budget Process Changes
in the Bipartisan Budget Agreement

Extend discretionary caps to 2002.
o Extend and revise discretionary caps for 1998-2002 at
: agreed levels shown in tables included in this agreement, and
i extend current law sequester enforcement mechanism.
! o Within discretionary caps, establish seperste categories
‘ (firewnlls) for DefeuondNoo-Deﬁnany
; (NDD) at agreed levels shown in agreement tables for cach
yoar 1998-1999 with associated sequester firewall
enforcement as provided in. BEA for 1990-93.
¢ Retain current law on separate crime caps (VCRTF) &t

l levels shown in agreement tables.

i o Extend and update special allowsnce for outiayx; extend
1 for 3

{ o Cap adjustment for exchanges of monetary assets, such as
! New Amangements to Borrow, and for internationsl
I Mm .
;Emmmo»m ) :

I

| Revise the asses salos rule, which probibits scoring the proceeds of |
. asest sales, 0 score if net present vaite of all associsted cash flows
wﬂmmhdﬁmi“hﬂnuﬁ
! effect, 00t NPV.

The Superfund tax shall not be used as a revenne offhet.

Reduce paygo belances to zero, incloding thoss derived from
1+ budget agresment. '

Provide for debt Limit increase sufficiest to extend Emi®
December 15, 1999.

The House and Senate quickly acted on a budget resolution in accord with the
budget agreement. The House Budget Committee reported its version of the budget
resolution;” HCon.Res. 84 on May 18 (H Rept. 105-100). The Senate Budget
Committee reported its version, S.Con.Res. 27, on May 19 (the measure was
accompanied by a 206-page committee print — Concwrrent Resolution on the
Budget: FY1998, S Prt. 105-27, May 1997 — rather than a report).

Early in the moming of May 21, the House adopted the budget resolution
(H.Con.Res. 84) by a 333-99 vote. The Senate began consideration of the budget
resolution on May 20, adopting it by & 78-22 vote on May 23. Conferees quickly
“resolved the largely technical differences between the two versions (dealing mainly
with nonbinding sense-of-the-Senste statements), reporting the budget resolution back
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to their chambers on June 4 (H.Rept. 105-116). The House and Senate agreed to the
conference report the next day, by votes of 327-97 and 76-22, respectively.

As finally adopted by the House and Senate, the budget resolution contained
several budget process provisions in Title [I (Budgetary Restraints and Rulemaking).
First, Section 201 set forth discretionary spending limits for FY1998-2002, consistent
with the limits recommended in the bipartisan budget agreement, to be used for
enforcement only in the Senate. The section also established a point of order in the
Senate against the consideration of any budget resolution or spending bill that would
violate the limits. The budget resolution did not contain any House procedures
regarding discretionary spending limits.

Second, Section 211 revised the asset scoring rule in a manner consistent with
the recommendation in the bipartisan budget agreement.

Finally, several other sections provided "reserve funds” in the House, Senate, or
both bodies, under which enforcement procedures woul. be adjust=d automatically
to allow the consideration of particular spending measures as long as they were deficit
neutral. SevenloftheruerveﬁmdsfottheSelmeprowdedfoud;umemofdn
discretionary spending limits in the budget resolution for legislation affecting the
International Monetary Fund and arrearages of international org:mmons. the
bipartisan budget agreement cantemplated similar adjustments in the statutory
discretionary spending limits.

House Action on the BEA of 199‘7

On June 25, 1997, the House took up the first of the two reconciliation bills it
would consider that week, the Balanced Budget Act of 1997. Under the terms of the
rule providing for the consideration of the two reconcilistion bills, H.Res. 174, an
amendment to the Balanced Budget Act of 1997 developed by Representative John
Kasich, chairman of the House Budget Committee, was considered as adopted when
the House agreed to the rule.* The Kasich amendment made changes in various titles
of HR. 2015, as reported, and also added a new title, Title XI—Budget Enforcement,
referredtoutheBudgaEnforcmAa(BEA)oflm’ Later that day, the
House passed the bill as amended by a vote of 270-162. No changes were made in
the bill other than those made by the Kasich amendment. (The House passed the

* Section 1 of HL.Res. 174 provided for the automatic adoption of the Kasich amendment;
it was refiered %0 as amendment numbered 1 (as primted in the Congressional Record of June
24, 1997, at pages H4364-H4375). No other amendments were made in order under the rule.
Ounmwmmwuhmqueadaﬁmwmhdmofm
H.R. 2015, as amended by the Kasich amendment, is printed in the Congressional Record of
June 25 at pages H4416-4454.

’PumtoSmMOofthCWWde‘M the Budget
roconciliation submissions

Cmmwﬂsnmhﬂh@mdmmammumdon
through a floor amendment.
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other reconciliation bill, H.R. 2014, the Taxpayer Relief Act of 1997, on June 26;
budget process changes were not included in the bill.)

The BEA of 1997 first was developed as a free-standing bill, H.R. 2037, which
was introduced by Representative Nick Smith (for himseif and Representative Kasich)
on June 25. A brief explanation of the BEA of 1997 was included in the Rules
Committee's report on H.Res. 1745 The same explanation was inserted into the
Congressional Record by Representative Smith.”

During consideration of the rule on H.R. 2015, several Members expressed their
concern that the enforcement procedures added by the Kasich amendment were
inadequate.® A bipartisan group of Members voiced their support for an alternative,
an amendment developed by Representatives Joe Barton and David Minge. The
Barton-Minge amendment was based on a free-standing measure, H.R. 2003 (also
entitled the Budget Enforcement Act of 1997), that they had introduced with others
on June 20.° The amendment had not been made in order under the rule, but
Representative Joe Moakley (ranking minority member of the Houvie Rules
Committee) indicated that he would seek to have the amendment made in order, as
one of a series of amendments, if the rule were amended.'® However, the previous
question on the rule was ordered by a vote of 222-204, thereby precluding
Representative Moakley from amending the rule and obtaining consideration of other

Advocates of the amendment also- were unsuccessful in a second attempt to add
it to the bill. A motion to recommit HR. 2015 with instructions, offered by
Representative Sherrod Brown (of Ohio), included the Barton-Minge amendment, as
well as various other provisions.!" The motion was ruled out of order on the ground
that it contained nongermane matter.

-

During consideration of H.Res. 174, Representative Gerald Solomon, chairman
of the House Rules Committee, discussed with Representative Barton an "ad hoc
agreement" with the House Republican leadership that might lead to consideration of

¢ Soe H.Rept. 105-152, June 25, 1997, page 6.

? Sec the remarks of Representative Smith in the Congressional Record of June 25,
1997, at pags H4576.

¥ Sec the remarks of Representatives Barton, Wamp, Visclosky, Stenholm, and others
in the Congressional Record of June 25, 1997, at pages H4339-H4394.

* For a summary of the bill, sce The Proposed Budget Enforcement Act of 1997 (H.R
2003), by James V. Satumo, CRS Report 97-713 GOV, July 18, 1997, 5 pages.

1% The Barson-Minge amendment was printed in the Congressional Record of June 28,
1997, at pages Hé4402-H4408, as one of the series of amendments that Representative
Moskiey proposed to make irf order if the previous question on the rule was defeated.

1! The motion to recommit, and the raising and disposition of the point of order against
it, occurs in the Congressional Record of June 25, 1997, at pages H4593-H4602.
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budget enforcement legisiation on the House floor later in July.'? In fulfillment of this
agreement, the House on July 23 considered H.R. 2003, rejecting it by a vote of 81-
347.

Senate Action on the BEA of 1997

As mentioned previously, the Senate decided at first to include budget process
changes in the revenue reconciliation bill rather than the Balanced Budget Act of
1997. Inthe Senate, that bill, S. 949, initiaily was entitied the Revenue Reconciliation
Act of 1997, the title was changed to the Taxpayer Relief Act of 1997 in conference.

The Senate began consideration of S. 949 on June 25. On the third day of
consideration, June 27, the Senate took up several amendments dealing with budget
process changes. By a vote of 98-2, the Senate adopted the Domenici/Lautenberg
amendment (number 537), offered by Senators Pete Domenici and Frank Lautenberg,
the chairman and ranking minority member of the Senate Budget Committee,
respectively. The amendment added a new Title XV1 (Budget Enforcement) to the
bill.® Although the new title effectively constituted the Senate Budget Committee's
version of the BEA of 1997, it did not contain a short title. The Domenici/Lautenberg
amendment was modified by unanimous consent to incorporate a Biden/Gramm
amendment (number 539) involving the extension of certain procedures related to the
Violent Crime Reduction TrustFund.

On June 27, the Senate also adopted, by a vote of 92-8, an amendment by
Senator Robert C. Byrd (number 572) adjusting the time limits and other procedures

habkmdnSmedtmngtheconndamonofmonalmm In
additioni, the Senate rejected separate motions to waive the 1974 Congressional
Budget Act, preventing action on the following amendments that proposed budget
process :

(1) the Gramm amendment (mumber 566), to restore deficit targets
(Mmmm&rﬂzmwwa)m&bymmmd
to allow revenue reductions to be offset by discretionary spending

(2) the Bumpers amendment (number 568), to prohibit the scoring of
revenues or spending from the sale of certain federal lands;

(3) the Craig amendment (number 569), to modify the Senate’s pay-as-you-
go_mofmdctoptouﬁttbusofmmimmwwyfordirea

increases;
(4)theBtownbnk/Koﬂammdm(nm570).tombhhdma
targets and associsted enforcement procedures;
(5) the Frist amendment (number 571), to establish a 60-vote point of order
against any legisiation that increases the deficit after FY2002 and to require the
President to submit balsnced budgets; and

'3 Ses the remarks of Representatives Solomon and Barton in the Congressional Record
of June 25, 1997, at pages H4389-H4390.

'3 The text of the Domenici/Lautenberg amendment is provided in the Congressional
Record of June 26, 1997, st pages S6533-6341.
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(6) the Abraham amendment (number 538), to ensure that revenue windfalls
to the federal Treasury are reserved for tax or deficit reduction.

Finally, the Senate passed the Revenue Reconciliation Act of 1997 later on June
27, by a vote of 80-18. (The Senate passed the other reconciliation bill, S. 947, the
Balanced Budget Act of 1997, two days earlier, on June 25, budgetproeeuchnngq
were not included in the bill.)

Conference Action and Presidential Approval

Conferences on the two reconciliation bills began on July 10 and 11, with the
Republican leadership announcing its intent to complete action on the two bills before
the beginning of the August recess. On July 30, the House agreed to the conference
report (HRept. 105-217) on the Balanced Budget Act of 1997 by a vote of 346-85;
the Senate agreed to the conference report on the measure on July 31 by a vote of 85-
15. On July 31, both the House and Senate agreed to the conference report (H.Rept.
105-220) on the Taxpayer Relief Act of 1997, by votes of 389-43 and 92-8,

respectively.

On August S, Pmndunmmmnuyndﬂntwobdkmhw The Balanced
Budget Act of 1997 is P.L. 105-33 (111 Star. ZSI)aMtheTlxpachdleanof
1997 is P.L. 105-34 (111 Star. 788).

The conferees incorporated the-budget process changes into Title X (Budget
Enforcement and Process Provisions) of the Balanced Budget Act of 1997 (111 Star.
677-712). Section 10001(s) of the act provided the short title for Titie X, the
"Budget Enforcement Act of 1997."

According to CBO estimates, the combined impact of the Balanced Budget Act
and the Taxpayer Relief Act is an increase in the deficit of $21 billion for FY1998,
followed by deficit decreases in subsequent years amounting to $95 billion in
FY2002. mmmredueemedeﬁcnmthonubysnshlhonovamﬁvo-
year period ($198 billion in outlay savings partially offset by $80 billion in revenue
decreases). The net deficit reduction escalates markedly in later years.

Overview of the Act

The bipartisan budget agreement of May 2, as reflected in the FY'1998 budget
resolution, called for an extension of current budget enforcement procedures to

1 See the CBO report, The Economic and Budget Outiook: An Updave, September
1997 (available on the Insernet at hrtp://www.cbo.gov). The major policy changss in the two
acts are discussed in the following CRS reports: Budger Reconciliation in the 105*
Congress: Achieving a Balanced Budget by 2002, CRS Report 97-620 EPW, updated
August 25, 1997, and The Taxpayer Relief Act of 1997: An Overview, CRS Report 97-854
E, September 11, 1997.
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PAYGO requirement for legislation affecting mandatory spending or revenues, were
scheduled under current law to expire.

The discretionary spending limits and PAYGO requirement were established by
the BEA of 1990, as an amendment to the Balanced Budget and Emergency Deficit
Controt Act of 1985. These mechanisms were intended to guarantee compliance with
the five-year (FY1991-1995) deficit-reduction policies contained in the Omnibus
Budget Reconciliation Act (OBRA) of 1990 (P.L. 101-508)."* The BEA of 1990
relies upon sequestration for enforcement. Sequestration is a process involving
automatic, uniform spending reductions in "nonexempt programs,*'* triggered
generally after the close of a congressional session by a report issued by the OMB
director.

ThBEAoflMﬁmemnnd:ﬁmommdwconmonﬂbudg«
process under the Congressional Budges Act (CBA) of 1974. ‘In particular, the BEA
established a new Title VI—Budget Agreement Enforcement Provisions. The title
made temporary changes in the congressional budget process also aimed at ensuring
compliance with the deficit-reduction policies of OBRA of 1990. Some of the
changes in Title VI included: (1) a requirement that budget resolutions cover five,
rather than three, fiscal yesrs; (2) s requirement that budget resolution levels be
enforced for the full five-year period; and (3) modifications in the procedures for
allocating and suballocating funds in the budget resolution to committees.

Many of the changes made by the BEA of 1990 were set to expire at the end of
FY1995, but they were extended by the Omnibus Budget Reconciliation Act of 1993
(P L. 103-66) through FY1998.

The BEA of 1997 extends the discretionary spending limits and PAYGO
requirement, enforced by sequestration, through FY2002. In addition, it makes
permanent many of the temporary changes in Title VI of the CBA of 1974 (by
repealing Title V1, but incorporating its components into other sections of the 1974
act or the BBA of 1985). Further, the BEA of 1997 makes many technical and
conforming changes, correcting certain drafting errors in the BEA of 1990 and
bringing the law up to date for various changes enacted during the interim. Finally,
it makes other changes in the sequestration and congressional budget processes; these
changes are mostly minor ones that ratify recent changes in practice.

Section-by-Section Summary of the Act
The BEA of 1997 is divided into two subtities. Subtitle A groups together

various amendments to the Congressional Budget and Impoundment Control Act of
1974 (P.L. 93-344), as amended. The first nine titles of the act, which are referred

'* The BEA of 1990 is Title XIII of OBRA of 1990,

16 Many accounts, programs, and activities are exempt from reduction under 8
pursuant 1 Section 258 of the BBA of 1985. Section 11207 of the BEA of 1997 amends the
listing of exempted programs.



95

CRS-9

1o as the Congressional Budget Act (CBA) of 1974, establish the congressional
budget process. The last title of the act, Title X, is referred to as the Impoundment
Control Act (ICA) of 1974, it establishes impoundment control procedures, now
including the line-item veto.

Subtitle B consists of changes to the part of the Balanced Budget and Emergency
Deficit Control Act of 1985 (P.L. 99-177), as amended, that establishes the
sequestration process (Part C, Sections 250-258). The Balanced Budget Act (BBA)
of 1985 established deficit targets, which were replaced under the BEA of 1990 by
discretionary spending limits and a pay-as-you-go requirement. The two sets of
procedures under the BEA of 1990, like the earlier deficit targets, are enforced by
sequestration.

Section 10001. Short Title; Table of Coatents. The section provides a short
title, the "Budget Enforcement Act of 1997," and a table of contents.

Subtitle A—Amendments to the Congressional Budget and
Impoundment Control Act of 1974

Section 10101. Amendments to Sectiom 3. Section 3 of the CBA of 1974
defines various terms used in the congressional budget process. Section 10101 of the
act revises the definition of "entjtlement authdrity” in Section 3 and adds the food
stamp program to the definition. The revised definition makes clear that entitlement
authority is to be treated for purposes of budget enforcement as another form of

budget authority.

Section 10102. Amendments to Sectioa 201. Title I of the CBA pertains to
the Congressional Budget Office (CBO). Section 201 of the CBA establishes CBO.
Section 10102 of the act makes two technical changes to Section 201. First, Section
201(a)(3} which sets the term of the CBO director at four years, is rephrased without
substantive change to remove an obsolete date reference. Second, obsolete references
to the Office of Technology Assessment and the Technology Assessment Board are -
removed. Finally, the first of two different subsections designated as Section 201(g)
is redesignated as Section 201(f), thereby correcting a designation error made by
Section 13202 of the BEA of 1990. The newly-redesignated Section 201(f) deals
with revenue estimates.

Section 10103. Amendments to Section 202. Section 202 of the CBA sets
forth the duties and functions of CBO. Section 10103 of the act amends Section
202(a) to provide that it shail be the "primary duty,” rather than the "duty,” of CBO
to firnish certain budgetary information to the House and Senate Budget Committees.
The change was meant to clarify the priority of CBO’s duties, which also involve the
other standing committees of the House and Senate and have been expanded recently
by the Unfunded Mandates Reform Act of 1995 (P.L. 104-4).

Also, Section 202(e), an obsolete provision that transferred the functions and
personnel of the Joint Committee on Reduction of Federal Expenditures to CBO, is
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Section 202(e), as newly redesignated, is modified to require that CBO include
in its annual report on the economic and budget outlook a statement of the budgetary
impact in the baseline of: (1) the extension of mandatory programs that exceed $50
million; and (2) excise taxes dedicated to trust funds.

Section 10104, Amendment to Section 300. The timetable of actions required
by the congressional budget process is set forth briefly in Section 300 of the CBA,
and the timing of particular actions also is addressed in subsequent sections. Section
13112(a)5) of the BEA of 1990 amended Section 301(d) of the CBA to change the
deadline for submission by House and Senate committees of their annual “views and
estimates” reports to the Budget Committees from February 25 to within six weeks
after the President submits his budget. The timetable in Section 300 was not modified
in 1990 to reflect this change. Accordingly, Section 10104 changes the reporting
deadline in the timetable to make it consistent with the requirement in Section 301(d).
Also, conforming changes are made in House Rules X and XLVIIL. (See the
discussion of Section 301(d) of the act, below.)

Section 10105, Amendments to Section 301. Section 301 of the CBA
provides for the annual adoption of the budget resolution, specifying required and
optional contents of the resolution and establishing procedures regarding its
development. :

Section 10105 of the act changes Section 301 in several ways. First, the
permanent requirement that budget resolutions cover three fiscal years is changed to
a minimum of five years. The BEA of 1990 had put in place a temporary requirement
(set to expire at the end of FY1998) that budget resolutions cover five fiscal years;
this change effectively makes that requirement permanent. The Budget Committees,
however, may recommend that the budget resolution cover a period longer than five
fiscal years.

Second, Section 10105 makes optional rather than mandatory the inclusion of
total direct loan obligation and total primary loan guarantee commitment levels in the
budget resolution and the accompanying report. These clements of the budget
process effectively were made obsolete by the enactment of the Federal Credit Reform
Act of 1990, which was incorporated into the CBA of 1974, as a new Title V, by the
BEA of 1990. Under the Federal Credit Reform Act, credit activity is controlled
primarily by the appropriation of budget authority for credit subsidies. Decisions
regarding the levels of such budget authority are enforced in the same manner as for
other spending programs under the congressional budget process. However, cradit
subsidy levels are influenced gresatly by executive branch estimates of interest rates
and defauli risk. Consequently, this section retains the option for Congress of setting
credit levels in the budget resolution should these interest and default estimates
become subject to significant error in the future.

Third, Section 10108 further modifies the optional contents of the budget
resolution to include special "pay-as-you-go” procedures in the Senate pertaining to
the use of “reserve funds," effectively ratifying recent Senate practice. Reserve funds
enable committees to pursie increased funding for specified programs within their
jurisdiction when such incresses are not assumed in the budget jon; adj
are made in committee allocations and other levels, so that points of order under the
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CBA of 1974 may not be raised, as long as the committee's legislation is deficit
neutral.

Fourth, Section 10105 modifies the deadline for committees to submit their
"views and estimates” reports in Section 301(d) of the act, aﬂowmg the Budget
Committees to set an alternative to the usual deadline of within six weeks after
submission of the President's budget. (See the discussion of Section 300 of the act,
above.)

Fifth, Section 10105 revises the listing, set forth in Section 301(e) of the act, of
elements in the report accompanying a budget resolution. The revision distinguishes
between required and optional elements.

Finally, Section 10105 amends Section 301(i) of the act, which establishes a
point of order in the Senate against a budget resolution recommmending a decrease in
the projected surplus in the Social Security trust funds. As originally framed, the
point of order applied only to a reported budget resolution; the amendment broadens
the point of order to apply to the budget resolution at ail legislative stages. The
chmgeisconsiaanwithﬂnpmﬁceoftbeSmeduﬁngthepmmerdym
which effectively aqunded the application of the point of order by means of
provisions incorporated into the annual budget resolution. A header for the
subsection also is inserted. Additionally, Section 22 of the FY 1995 budget resolution
(H.Con.Res. 218 of the 103™ Congress), whxch initially established the Senate

practice, is repealed. .

Section 10106. Amendments to Sectiom 302. Section 302 of the CBA sets
forth procedures for the allocation and suballocation of spending levels in the budget
resolution to committees and for the enforcement of these levels. The BEA of 1990
added a new Title V1 to the CBA of 1974 which, in part, established new allocation
and enforcement procedures that temporarily superseded those in Section 302. The
temporary procedures in '.itle VI were scheduled to expire at the end of FY1998.
(See the discussion of the repeal of Title VI of the act, below.)

Section 10106 of the act, for the most part, replaces the old allocation and
enforcement procedures under Section 302 with the newer procedures under Title V1
and makes them permanent. Allocations must be made for the period covered by the
budget resolution, except that allocations of sppropristions are made for one year.
The allocations and suballocations of appropriations must conform to the categories
used for the discretionary spending limits (including defense, nondefense, and violent
crime reduction spending, as appropriate). In addition, various technical
modifications are made, such as deleting references to the allocation of "entitlement
authority” due to the fact that the term is subsumed under the revised definition of
budget suthority (see the discussion of Section 3 of the act, above).

Further, Section 10106 changes the procedure for contingent allocations to the
House Appropristions Committee. When a budget resolution is not adopted by the
April 15 deadline, any contingent allocations are based on the discretionary spending
limits (for the applicable fiscal yesr) in the prior year's budget resolution rather than
those in the President’s most recent budget.
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Section 10107. Amendments to Section 303. Section 303 of the CBA
generally bars the consideration of spending, revenue, and debt-limit legislation for
a fiscal year prior to the adoption of the budget resolution for that year. Section
10107 of the bill makes technical and conforming changes in Section 303(a) and (b).
Also, Section 303(c) is deleted; the subsection set forth a procedure by which the
Senate could waive Section 303 by adopting a special waiver resolution. (After the
first several years under the CBA, the Senate began the practice of waiving Section
303 by motion or by unanimous consent rather than by waiver resolution.)

Section 10108. Amendment to Section 304. Section 304 of the CBA provides
for revised budget resolutions. Section 10108 repeals Section 304(b), regarding the
use of economic assumptions in a revised budget resolution, in order to remove
ambiguities regarding the proceduru applicable to such resolutions. The conferees
stated their intent that all prowsxons of the CBA of 1974 apply to revised budget
resolutions unless specific exception is made.

Section 10109. Amendment to Section 305. Section 305(a)(1) of the CBA
provides for the offering of a highly privileged, non-debatable, and non-amendable
motion to consider a budget resolution five days after it has been reported by the
Budget Committee, excluding Saturdays, Sundays, and legal holidays. Clause 2(1X6)
of House Rule X1, as amended in the 104* Congress, requires that reported bills and
resolutions lay over for five days,before they may be considered on the floor, but
includes Saturdays, Sundays, and legal holidays in the count when the House is in
session. Section 10109 of the act anrends Section 305(a) 1) and House Rule X1 to
count Saturdays, Sundays, and legals holidays (if the House is in session) toward the
five-day layover requirement for budget resolutions.

Section 10110. Amendments to Section 308. Section 308 of the CBA deals
with budgetary reports, particularty CBO cost estimates, scorekeeping tabulations,
and budget projections. Section 10110 of the act eliminates the requirements that
information on credit authority be included in these reports, which effectively were
made obsolete by the enactment of the Federal Credit Reform Act of 1990, and makes
other technical changes.

Section 10111, Amendments to Section 310. Section 310 of the CBA
establishes the budget reconcilistion process. Section 310(c) establishes a “fungibility
rule,” which effectively allows committees (essentially the House Ways and Means
and Senate Finance Comunittees) to alter the mix of spending and revenue changes in
its reconcilistion submission, so long as the total amount of required changes the
committees were directed to make is achieved and neither the spending nor the
revenue components are altered by more than 20 percent of the directed levels.

Section 10111 of the act amends Section 310(a) to clarify, in the case of House
committees, that the 20-percent standard applies to the sum of the "sbsolute value”
of the directed changes in revenue and the directed changes in spending. The change
makes clear thet the fungibility rule may be used when a committee includes revenue

. reductions in 8 measure, and that such revenue reductions do not cancel out spending
reductions also contained in the measure.
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Section 10112. Amendments to Section 311. Section 311 of the CBA
provides for a point of order against the consideration of any budgetary legislation
that would cause the aggregate spending and revenue levels in the budget resolution
to be violated. An exception, known as the "Fazio exception,” is provided in the
House for spending legisiation in instances in which the committee reporting the
legislation has stayed within its total spending allocation under Section 302(a). Also,
Section 311 establishes a mechanism for enforcement in the Senate of the Social
Security "firewall," which seeks to ensure that the long-term balances of the trust
funds are not eroded.

Section 10112 of the act makes the point of order apply to spending for the first
year of the budget resolution (as is current practice), but makes it apply to revenues
for both the first year and the sum of all years covered by the budget resolution.
Additionally, the section retains the Fazio exception and makes various technical and
conforming changes. ’

Section 10113. Amendment to Section 312. Section 312 of the CBA pertains
to the effects of certain points of order in the Senate. The section states that each
point of order in the Senate against an amendment aiso lies against an amendment
between the two Houses. Further, the section provides that when a point of order
under the CBA is sustained against a bill, it shall be sent back to the committee of
jurisdiction. . '

Section 10113 of the act amends Section 312 for several different purposes.
First, a general statement is made in Section 312(a) that the Budget Committees shall
determine spending and revenue levels for purposes of enforcing Titles I and IV of
the act. (Similar statements made in other sections of Titles III and IV are deleted by
the bill and replaced by this single statement.)

Points of order formerly in Sections 601(b) and 605(b) of the CBA, involving
the enforcement of discretionary spending li.1its and maximum deficit amounts in the
Senate, are retained as new Section 312(b) and (c)."” New Section 312(d) states that
a point of order under the act may not be raised while an amendment or motion
would remedy the violation is pending before the Senate; this change effectively
incorporates the current Senate practice.

The two original provisions in Section 312, dealing with the effects of certain
points of order in the Senate, are retained as Section 312(e) and (f).

Section 10114 Adjustments snd Budget Commitise Determinations.
Section 10114 adds a new Section 314 to the CBA establishing a procedure for the
adjustment by the chairmen of the Budget Committees of various budgetary levels,
generally for FY'1998-2002. The adjustments are made pursuant to the consideration

7 "Maccimaam deficit amounts” were added © the CBA of 1974 by the BBA of 1985 and
expired at the end of FY199S. The bill deletes the old maximum deficit amounts from the
CBA (by virtue of repeaiing Title V1) and doss not provids new ones. Nonetheless, the point-
of-order mochanism is retained (in & form that would apply automatically if maximum deficit
amounts were incorporated into the BBA of 1985 in the future).
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of legislation in several different categories and are meant to parallel similar
adjustments made automatically in the statutory discretionary spending limits.

The budgetary levels subject to adjustment are the discretionary spending limits
and budgetary aggregates set forth in the most recent budget resolution, and the
spending allocations to committees made thereunder. Adjustments may be triggered
by legislation in the following five categories:

(1) measures containing designated emergency amounts of discretionary
spending, direct spending, or revenues,

(2) measures funding continuing disability reviews,

(3) measures providing an allowance for the International Monetary Fund,

(4) measures funding arrearages for international organizations,

j ing, and multilateral development banks (but only for the

period covering FY'1998-2000 and subject to a limit of $1.884 billioa in budget
authority); and

(5) measw 23 providing funds for an earned income tax credit
initiative, subject to annual limits ranging from $138 million for FY1998 to §146
million for FY2002.

The adjustments made under this section apply while the lepshnon is being
considered, but only take effect . permanently when the legisiation is enacted. The
Appropriations Committees are suthorized to report revised suballocations
conforming to any adjustments that are made.

Section 10114 of the act in part replaces suthority for certain adjustments that
had been authorized in Section 606(d) and () of the CBA.

Sectios 1011S. Effect of Adoption of a Special Order of Business in the
House of Representatives. Section 10115 of the act adds a new Section 315 to the
CBA effectively providing that in the House a point of order under Titles III and IV
will not lie against & reported bill if it is considered under a rule (a "special order of
business"), reported by the House Rules Committee, that eliminates the violation.
The change eliminates the need to waive the CBA under circumstances where the
violation would have been cured under the usual legisiative practice.

Section 10116. Amendment of Section 401 and Repeal of Section 402
Sections 401 and 402 of the CBA established controls over "backdoor spending.”
Specifically, the sections prohibit the considerstion of legislation providing new
spending suthority or new credit authority unless such muthority is made effective oaly
to the extent or in such amounts as are provided in annual appropriations acts.
Section 10116 of the act updates and consolidates these controls. It merges the two
sections together into & new Section 401; Section 402 is repesied and subsequent
sections are renumbered accordingly. Section 10116 also deletes a provision in
Section 401 that provided for the referral of certain entitiement measures to the
Appropristions Committee for limited review, and makes other technical and
conforming changes in the section and in House Ruies X, XI, and XIII.

Section 10117. Amendments te Title V. Title V of the CBA, known as the
Federal Credit Reform Act of 1990, was added by the BEA of 1990. Title V
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established a system for controlling the subsidized costs of loans, requiring that
budgamd\omymdomhysbebudgaedforttnmmned subsidy cost of direct and
guaranteed loans. This cost is defined as the estimated long-term cost to the federal
government of a direct loan or a loan guarantee, calculated on a net present value
basis, exciuding administrative costs.

Section 10117 of the act amends Sections 502, 504, and 505 of the CBA,
essentially to incorporate technical and conforming changes recommended-over the
years by OMB. In particular, Section 101 17 clarifies the definition of "cost* and other
terms. The conferees indicated their intent that OMB and CBO report
recommendations on certain technical aspects of the credit process by March 30,
1998.

Section 10118. Repeal of Tite VL Title VI was added to the CBA by the
BEA of 1990. On a temporary basis (initially through FY 1995 and later through
FY1998), it extended the coverage of budget resolutions from three years to five
years, established certain enforcement nechanisms in the Senate, :tered the process
for allocating and subaliocating spending under Section 302, and established various
other procedures intended to enforce the deficit reduction achieved by the Omnibus
Budget Reconciliation Act of 1990 and the. Omnibus Budget Reconcilistion Act of
1993. Section 10118 of the act repeals Title VI, various elements of the title are
uwpomedmothersecuomofﬂuCBAorﬂnBBAofl%sbythem(mdm
discussed elsewhere in this report).

Section 10119. A-eld-eluhSetdolM Section 904 of the act in part
requires the affirmative vote of three-fifths of the Senate (60 Senators if no seats are
vacant) to waive specified points of order in the act or to sustain an appeal of the
chair's ruling on those points of order. In seven instances, the requiremem is
permanent.'* In the remaining instances, which generally involive the enforcement of
various types of budgetary levels, the requirement is temporary.

Section 10119 of the bill reorganizes Section 904 to more easily distinguish
mumwwmmwmw Also,
a new subsection 904(e) extends the effectiveness of the t requirements
through the end of FY2002 (i.e., until September 30, 2002). In the past few years,
the temporary requirements had been extended by a provision included in the budget
resolution.

Section 10126. Repeal of Sections 905 and 906. Sections 905 and 906 of the
act provide the original effective dates for the initial implementation of the

congressional budget process and certain changes in the President's budget
submission. Section 10120 of the act repeals these two obsolete sections.

".Mmmmdwamwﬁrmbw



102

CRS-16

Section 10121. Amendments to Sections 1022 and 1024, Part C of the ICA
of 1974 (Sections 1021-1027) establishes the line-item veto process pursuant to the
Line Item Veto Act (P.L. 104-130). Two sections, 1022(b)( 1 XF) and 1024(a)(1XB),
refer to the discretionary spending limits set forth in Section 601 of the CBA of 1974,
Section 10121 of the act makes conforming changes to these references to reflect the
transfer of the discretionary spending limits to Section 251(c) of the BBA of 1985.

Section 10122. Amendment to Section 1026. Section 1026(7XA) of the [CA
provides five definitions of the term "dollar amount of discretionary budget authority.”
Section 10122 of the act corrects a drafting error in the section, replacing "and" with
"or" before the fifth definition, thereby clarifying that the definitions apply separately
and independently, not collectively.

Section 10123. Senate Task Force on Consideration of Budget Measures.
Section 10123 of the act provides for the appointment of a six-member bipartisan task
force to study floor procedures for the consideration of budget resolutions and
reconciliation bills in the Senate under applicable sections of the CBA. The task force
must submit its report to the Senate by October 8, 1997.

During consideration of the Revenue Reconciliation Act of 1997 on June 27, the
Senate adopted the Byrd amendment (number 572) by a vote of 92-8. The
amendment proposed adjustments in the time limits and other procedures applicable
in the Senate during the consideration of reconciliation measures. Although this
provision was not retained in the BEA of 1997, the task force established by Section
10123 is expected to address issues raised by the amendment.

Subtitte B—Amendments to the Balanced Budget and Emergeuncy
Deficit Control Act of 1988

Section 10201. Purpose. Section 10201 states that the purpose of Subtitle B
"is to extend discretionary spending limits and pay-as-you-go requirements.”

Section 10202. General Statement and Definitions. Section 250(b) of the
BBAofl985mdmmeuaprowdafonhemforcmofdeﬁatredumon
assumed in the FY1991 budget resolution (H.Con.Res. 310, 101* Congress, 2™
session) through sequestration under discretionary spending limits, a pay-as-you-go
requirement, and deficit targets. Section 250(c) of the act sets forth the definitions
of various terms used in the sequestration process.

Sectian 10202(a) of the act amends Section 250(b) of the BBA to update the

statement as follows: Mpmwowdafo:budguenfotcamucdhd

for in House Concurrent Resolution 84 (105® Congress, 1* session).” The measure
cited is the FY1998 budget resolution.

Section 10202(b) of the act amends Section 250(c) of the BBA by adding,
deleting, and modifying various definitions. Among other things, the section deletes
two obsolete provisions, including a definition of "composite outlay rate;” modifies
"category” to mean defense, nondefense, and violent crime reduction for certain years
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and total discretionary for others; and modifies “outyear” to mean any of the four
fiscal years following the budget year.

Section 10203. Enforcing Discretionary Spending Limits. Section 251 of
the BBA provides for the enforcement of "general purpose” discretionary spending
limits (as set forth in Section 601 of the CBA) for the eight-year period oovenng
FY1991-1998. The section stipulates the rules and procedures to be followed in
implementing a sequester under the discretionary spending limits, including the timing
of action, elimination of a breach of a limit, the exemption of military personnel, the
application of a sequester to a part-year continuing resolution, "within-session
sequestration” prior to July | and "look-back” procedures after June 30, and OMB
cost estimates for discretionary spending measures enacted into law.

In addition, Section 251 of the BBA provides for periodic adjustments of the
{imits by the President according to specified criteria, including:

(1) changes in concepts -nd definitions;

{2) changes in inflation;

(3) credit reestimates;

(4) the enactment of legislation providing comphmeemxmveﬁmdmg for
the Internal Revenue Service (IRS), debt forgiveness for Egypt and Poland,
funding for the Imemmonal Monetary Fund (IMF), emergency
appropriations;

(5) special allowances of budget authority and outlays, in part to
accommodate estimating differences between OMB and CBO;

(6) the net costs associated with certain loan guarantees for Israel; and

(7) continuing disability reviews.

Some of the criteria for adjustments were tied to the enactment of legisiation
meeting specified requirements and were in effect only for a portion of the eight-year
period.

Section 251A of the BBA sets forth separate discretionary spending limits for
programs under the Violent Crime Reduction Trust Fund (see discussion in the next
section, beiow).

Section 10203 of the act extends the discretionary spending limits, creates

Section 10203(a) extends the limits through FY2002, when the budget
agreement” anticipates that the budget will be balanced, and makes conforming
changes throughout the section. While various criteria for adjusting the limits are
retained, others (including some which are obsolete) are deleted, including changes
in inflation, credit reestimates, IRS funding, debt forgiveness, past IMF funding,
special budget authority allowances, and certain loan guarantees for Isrsel. The
special outlay allowance is modified, and new adjustments are added for IMF funding,
imemational arrearages, and an eamned income tax credit compliance initiative.

Section 10203(b) sets forth the revised and extended discretionary spending
limits. As indicated previously, new categories are used under the limits: defense and
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nondefense, for FY 1998 and FY 1999, violent crime reduction, for FY1998-FY2000,
and discretionary, for FY2000-2002. The new limits are shown in Table 1.

Table 1. Revised Discretionary Spending Limits
(amounts in billions of dollars)

Fiscal year Category Budget authority Outlays
1998 Defense 269 000 266.823
Nondefense 252.357 282.853
Violent crime reduction 5.500 3.592
1999 Defense 271.500 266518
Nondefense 255699 287850
Violent crime reduction 5.800° 4.953
2000 Discretionary 532.F93 558.711
Violent crime reduction 4.500 5554
2001 Discretionary ) $42.032 564.396
2002 Discretionary . 551074 560.799

Nose: The amounts of budget authority and outisys shown in the table are taken from the text of the
BEA of 1997 and do not reflect any subsequent automatic adjustments, as provided for under law.

Section 10204, Violeat Crime Reduction Trust Fund. Section 310001 of the
Violent Crime Control and Law Enforcement Act of 1994 (P.L 103-322) established
the Violent Crime Reduction Trust Fund, provided for the transfer of specified
amounts for each of FY1995-2000 from the general fund into the trust fund, and
authorized the appropriation of funds from the trust fund for particular anti-crime
purposes. The amounts transferred into the trust fund are equal to the expected
savings&unimplananﬁonofSecﬁonSofaneda:lWorkfmceRmmﬁngAn
of 1994 (P.L. 103-226), which contemplated significant reductions in federal
personnel levels over ensuing years.

Section 310001(g) of the act added & new Section 251A to the BBA,
eam;wnmmﬁmpmﬁmmfommmmﬁmfm
appropriations from the trust fund. Section 310002 of the act reduced the general
purpoudiueﬁomryspeudinslimiufortheappmpﬁmymbythemmof
spending teansferred into the trust fund. In essence, the act recognized the savings
ﬁ'omfedcﬂpmomdreducﬁmandmdtweddndiweﬁonuyspaﬁngﬁmiu
accordingly. Aproeadlmforemaingeqnivﬂanammofspmdimfordn
spedﬂedanﬁ-aﬁnewpomwusuup,mbjeatodndisdpﬁneoﬁmmm
MWMwththﬂAfmmﬂm

. Section 10204 of the act repeals Section 251A of the BBA and Section 310002
of the Violent Crime Control and Law Enforcement Act of 1994. As discussed in the
section sbove, spuldinzfotvioluluimreducdonpromiluudombjeatodn
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discretionary spending limits in Section 251 as a separate category. Accordingly, the
separate limits and procedures no longer are needed.

Section 10205. Enforcing Pay-As-You-Go. Section 252 of the act provides
for the enforcement of a PAYGO requirement for the eight-year period covering FY
1991-1998. Under this requirement, the enactment of direct (mandatory) spending
and revenue legisiation that causes a net increase in the deficit would trigger a
sequester to climinate the increase. The section stipulates the rules and procedures
to be followed in implementing a PAYGO sequester, including the timing of action,
a "look-back" procedure, elimination of a deficit increase, OMB cost estimates for
PAYGO legislation, and the treatment of emergency requirements. Legislation
changing direct spending or revenues for emergency requirements, or providing
funding to fuifill existing deposit insurance commitments, is not counted in the
PAYGO process.

Section 11205 of the act amends Section 252 of the BBA to extend the PAYGO
requirement. The requirement itseif applies to legisiation enacted through FY2002.
The procedures used to enforce the requirement do not expire until the end of
FY2006 (i.e., September 30, 2006). Consequently, any legisiation enacted through
FY2002 will be subject to enforcement of its five-year effects under the PAYGO
process.

Additionally, Section 11205 modifies the procedures for calculating s net change
in the deficit, so as to avoid "double gounting” the effects of certain legisiation, and
makes other clarifying and conforming changes.

Section 10206. Reports and Orders. Section 254 of the BBA provides for the
issuance of preview, update, and final sequestration reports by OMB and CBO during
the course of a session; certain other reports may be required under these procedures
as well. Section 10206 of the act amends Section 254 to eliminate an obsolete
reporting requirement, pertaining to the optional adjustment of maximum deficit
amounts (which expired at the end of FY1995), and to reflect the extension of
sequestration procedures.

Section 10207. Exempt Programs and Activities. Section 255 of the BBA
lists various accounts, programs, and activities that are exempt, entirely or in part,
from reduction under a sequester, including such items as Social Security benefits,
veterans' programs, net interest, and low-income programs. The section provides the
President with authority to exempt military personnel accounts from a sequester at his
option. Section 10207 of the act makes various technical and conforming changes in
Section 25§, including changes that continue the exemption for the program formerty
known as Aid to Families With Dependent Children (AFDC).

Section 10208. General and Special Sequestration Rules. Section 256 of the
BBA sets forth exceptions, limitations, and special rules regarding the implementation
of a sequester for specified programs, including, among others, guaranteed student
loan programs, foster care and adoption assistance programs, Medicare, federal pay
and administrative expenses, and the Commodity Credit Corporation. Section 256(k)
provides in part that budgetary resources sequestered from any account other than a
trust or special fund account shall be permanently canceled.
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Section 10208 of the bill makes various technical and conforming changes to
Section 256 of the act, including changes affecting the student loan program and the
Commodity Credit Corporation. In addition, Section 10208(g) amends Section
256(k) to add revolving funds and offsetting collections in appropriation accounts to
the types of budgetary resources not permanently canceled under a sequester. Such
resources, barred from obligation during the fiscal year in which a sequester applied,
would be available in later fiscal years, to the extem otherwise provided in law.

Section 10209. The Baseline. Section 257 of the BBA establishes rules and
procedures for the construction of the baseline used in the sequestration process.
Among the various features of the baseline methodology, no direct spending program
with estimated current outiays greater than $50 miilion is assumed to expire; the
inflator used to adjust non-personnel budgetary resources is the gross national
product fixed-weight price index; and savings from asset sales generally are not
counted. . :

Secton 10209 of the act amends Section 257 of the BBA to provide that only
those direct spending programs with current-year outlays in excess of $50 million, in
existence on or before enactment of the Balanced Budget Act of 1997, are assumed
to continue for purposes of the baseline; OMB and the Budget Committees will
consult on the treatment of new programs.

In addition, Section 10209 changes the inflator used to adjust non-personnel
budgetary resources to the domestic product chain-type price index, allows the
counting of non-loan asset sales only if the sale does not result in a financial cost to
the federal government, and makes other technical changes.

Section 10210. Technical Correction. Section 258 (Modification of
Presidential Order) of the BBA esuablishes procedures for the modification by
Congress of » presidential sequestration order through the enactment of a joint
resolution.” Section 13101(f) of the BEA of 1990 added a new Section 258,
intending to replace the old Section 258 with comparable, but updated, provisions in
Section 258A. In an apparemt drafting error, however, Section 13101(f) failed to
repeal the old Section 258. Section 10210 of the act repeais that section.

Sectiom 10211. Judicial Review. Section 274 of the BBA provides for
expedited judicial review of any court actions brought by a Member of Congress (or
other persons) on the grounds that the issuance of s sequestration order by the
President is unconstitutional or not in compliance with the terms of the act. Section
10211 of the act makes technical and conforming changes in Section 274.

Section 10212. Effective Date. Section 275 of the BBA establishes effective
dates and expiration dates for different sections. The expiration date in Section 275,
the last day of FY 1995, effectively was extended by Section 14002(cX3)XA) of the
Omnibus Budget Reconciliation Act (OBRA) of 1993. Section 10212 of the bill
provides that the sections of the act dealing with discretionary spending limits,-

'* This is the first of two sections designated 258; the second such section is headed
"Suspension in the Event of War or Low Growth.”
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maximum deficit amounts, and flexibility in the impiementation of a sequester of
defense spending shall expire at the end of FY2002; the remaining sections of the act,
dealing with the PAYGO process, among other matters, shall expire at the end of
FY2006. Also, Section 10212 of the act repeals Section 14002(c)(3XA) of OBRA
of 1993.

Section 10213. Reduction of Preexisting Balances and Exclusion of Effects
of This Act From Paygo Scorecard. Section 10213 of the act reduces existing
PAYGO balances to zero (for all fiscal years covered by the BBA, as amended) and
bars the inclusion of savings stemming from the Balanced Budget Act of 1997 and the
Revenue Reconciliation Act of 1997 in any PAYGO calculations. The effect of the
provision is to ensure that deficit reduction from the two reconciliation acts cannot
be used under these procedures to offset any future legislation increasing direct
spending or reducing revenues. This action is comparable to actions taken in past
years following the enactment of major deficit-reduction legislation.”

Table 2 provides cross references between sections of the BEA of 1997 and the
sections of the CBA of 1974 and the BBA of 1985 that were amended.

® For example, Section 4001 of Tide IV in Division A (110 Star. 3009, page 1449) of
the Omibus Consolidased Appropriations Act, 1997 (P.L. 104-208) reset & negative PAYGO
balanece for FY'1997 10 zmo; the negative balance was attributabie largsly t0 savings from the
Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (P.L. 104-193)
and the Federal Agricultural Improvesnont and Reform Act of 1996 (P.L. 104-127).
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Table 2. Cross References to Amendments.
Made by the BEA of 1997

Section of the Page ne. Section of the

BEA of 1997} Heading (111 Stat) act amended

1000t Short Title: Table of Contents 677

Subtitie A—Amendments to the Congressional Budget and

Impoundment Countrot Act of 1974

10101 Amendments to Section 3 678 3

10102 Amendments to Section 201 678 201

10103 Amendments to Section 202 678 202

10104 Amendment to Section 300 679 300 (and House
Rules X and
XLV

10105 Amendments to Section 301 679 301

10106 Amendments to Section 302 680 302

10107 Amendments to Section 303 | 683 303

10108 Amendments 1o Section 304 | 684 304

10109 Amendment to Section 305 684 305

10110 Amendments to Section 308 685 308

10111 Amendments to Section 310 685 310

10112 Amendments to Section 311 686 311

‘10113 Amendment to Section 312 687 312

10114 Adjustments 688 314 (new)

10115 Effect of Adoption of a Special | 690 315 (new)

Order of Business in the House
of Representatives
10116 Amendment to Section 401 and | 690 401, 402 (and
- Repeal of Section 402 House Rules X

and XD)

10117 Amendments to Title V 692 502, 504, 505,
506

10118 Repeal of Title VI 698 601607

10119 Amendments to Section 904 695 904

10120 Repeal of Sections 905 and 906 | 696 908, 906
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Section of the Page ne. Section of the
BEA of 1997! Heading (111 Srer.) act amended
10121 Amendments to Sections 1022 696 1022, 1024
and 1024
10122 Amendment to Section 1026 697 1026
10123 Senate Task Force on 697 —
Consideration of Budget
Measures
Subtitie B—Amendments to the Balanced Budget and
Emergency Deficit Controt Act of 1988
10201 Purpose 697
10202 General Statement and 697 {250
Definit
10203 Enforcing Discretionary 698 251
Spending Limits :
10204 Violeat Crime Reduction | 702 251A (and
Spending . 310002 of P.L.
. 103-322)
10205 Enforcing Pay-As-You-Go | 702 252
10206 Reports and Orders 704 254
10207 Exempt Programs and 704 255
10208 General and Special 708 256
Sequestration Rules
10209 The Baseline 710 257
10210 Technical Correction 7114 258
10211 Judicial Review 71 274
10212 Effective Date 712 275 (and 14002
of P.L. 103-66)
10213 Reduction of Preexisting 712 —
= Balances and Exciusion of
Efffects of This Act From Paygo
Scorecard

! *BEA" refers 10 the Budget Enforcement Act of 1997 (Title X of P.L. 105-33), as enacted into law
on August S, 1997 "page no.” refers 10 the pags oumber in the stip law (volume 111 of the
Statutes-at-Large).
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Points of Order in the Congressional Budget Process

Summary

The Congressional Budget Act of 1974 (Titles [-IX of P.L. 93-344, as amended)
created a process that Congress uses each year to establish and enforce the parameters
for budgetary legisiation. Enforcement is accomplished through the use of points of
order, and through the reconciliation process. Points of order are prohibitions against
certain types of legislation or congressional actions. These prohibitions are enforced
when a Member raises a point or order against legislation that may violate these rules
when it is considered by the House or Senate.

This report summarizes points of order under the Congressional Budget Act of
1974, as amended through the Balanced Budget Act of 1997 (P.L. 105-33), as weil
as points of order established in the budget resolutions adopted by Congress in 1995
(H.Con.Res. (7, 104* Congress) and 1997 (H.Con.Res. 8 , 105* Congress). In
addition, it describes the process used for waiving these points of order.

This report updates an earfier report:- U.S. Library of Congress, Congressional
Research Service, Points of Order in the Congressional Budget Process, by Edward
Davis, CRS report 94-874 GOV (Washington, 1994).
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Points of Order in the
Congressional Budget Process

Introduction

The Congressional Budget Act of 1974 established the basic framework that is
used today for congressional consideration of budget and fiscal policy. The Act
provided for the adoption of a concurrent resolution on the budget (budget
resolution) as a mechanism for coordinating congressional budgetary decision making.
This process supplements other House and Se-ate procedures for considering
spending and revenue legislation by allowing Congress to establish and enforce
parameters with which those separate pieces of budgetary legisiation must be
consistent. The parameters are established each year when Congress adopts the
budget resolution, setting forth overall levels for new budget authority, outlays,
revenues, deficit, and debt. .

These overall levels are then allocated to the various committees in the House
and Senate responsible for spending or revenue legislation. These overall levels and
allocations are then enforced through the use of points of order, and through the
reconciliation process. Points of order are prohibitions against certain types of
legisiation or congressional actions. These prohibitions are enforced when a Member
raises a point or order against legislation that is alleged to violate these rules when it
is considered by the House or Senate. Points of order are not seif-enforcing. A point
of order must be raised by a Member on the floor of the chamber before the presiding
officer can rule on its application, and thus for its enforcement.

'The Congressional Budget Act (Titles I-IX of P.L. 93-344) has boen amended oo a
number of occasions since its enactment. The most salient of the modifications has been as
a result of the Balanced Budget and Emergency Deficit Control Act of 1985 (P.L. 99-177,
also known as Gramm-Rudman-Hollings or GRH); The Balanced Budget and Emergency
Deficit Control Reaffirmation Act of 1987 (P.L. 100-119); The Budget Enforcement Act of
1990 (Title XTII of the Omnibus Budget Reconciliation Act of 1990, P.L. 101-508); Tide XIV
of the Omnibus Budges Reconcilistion Act of 1993 (P.L. 103-66); and Title X of the Balanced
Budget Act-of 1997 (P.L. 105-33).

*The reconcilistion process is an optional procedure set forth in section 310 of the
Congressional Budget Act. First used in 1980, reconciliation is a two-step process triggered
when the budget resolution includes instructions to one or more committee(s) directing them
to recommend changes in revenue or spending laws necessary to achieve the overall levels
agreed ©0. The recommendations are then considered in cne or more reconcilistion measures
_ under expedited procedures. Certain features of the reconcilistion procees are enforced by
points of order thet are included in this report. For more on the reconcilistion process
genenally soo: U.S. Library of Congress, Congressional Research Service, Mamual on the
Federal Budget Process, by Allan Schick, Robert Keith, and Edward Davis, CRS report 91-
902 GOV (Washington, 1991).
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Although the congressional budget process encompasses myriad procedures
dealing with spending, revenue, and debt legislation, this paper focuses only on that
portion of the process that stems from the Congressaonal Budget Act. The tables
below list the points of order currently included in the Congressxoml Budget Act
(Table 1), as well as related points of order established in the FY 1996 budget
resolution (Table 2) and the Budget Enforcement Act of 1990 (Table 3) that pertain
to the consideration, contents, or implementation of the budget resclution.

Points of order are typically in the form of a provision stating that "it shail not
be in order” for the House or Senate to take a specified action or consider certain
legisiation that is inconsistent with the requirements of the Budget Act. There are
other provisions of the Act, formulated differently, that establish various requirements
or procedures, particularly concerning the contents and consideration of the budget
resolution or reconciliation legislation. These provisions, however, are not typicaily
enforced through points of order, and are not inciuded here.’

As amended through the Balanced Budget Act of 1997, points of order in the
Congressional Budget Act are permnanent.- None of the provisions listed in Table 1
is scheduled to expire, :lthoughthereqmreman for a three-fifths waiver vote in the
Senate will revert to a simple majority requirement for certain provisions after
September 30, 2002.¢ ﬂiefreunndmgpmntoforder protecting the Social Security
trust fund in the House established in the Budget Enforcement Act (Tabie 3) is
likewise permanent. However, the provision for enforcing Pay-As-You-Go in the
Senate (Table 2) is scheduled to expife after FY2002.

Application of Points of Order

Most points of order in the Budget Act apply to measures as a whole, as well as
to motions, amendments, or conference reports to those measures. When a point of
ordensmmmedugnnstcoumdamonofsomemu.theeﬂ'ealsthnﬁnmmu

in question falls.

The application of points of order in the House is clarified in section 315 of the
Budget Act. This provision states that for cases in which a measure is considered
pursuant to a special rule, a point of order which would ordinarily lie against a bill "as
reported” would instead be considered to apply to the text made in order by the rule
as original text for purposes of amendment. In this way, no point of order wouild be

For example, the prohibition against motions to recommit concurrent resolutions on the
budget in the House under section 305(a)(2) of the Act is typically not counted as a separste
point of order. Likewise, the requirement under section 308(a) of the Act for reports on
legisiation 10 mciude cost estimates is not formulated as a point of order, although the House
has deemed it necessary to formally waive the provision on occasion.

‘However, the macinmam deficit amounts enforced in the Senate under section- 312(c) of
ucwwm.nnawuym Discretionary spending limits in
section 251(c) of the Balanced Budget and Emergency Deficit Control Act (which are
enforced in the Senate under section 312(b) of the Congressional Budgst Act) are only
specified through FY2002.
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considered as applying (and no waiver would be required) if a substitute resolved the
problem.

Similarly, the effect of a point of order in the Senate is clarified under section
312(f) which provides that when a point of order against a measure is sustained, the
measure is recommitted to the appropriate committee for any further consideration.
This allows the Senate an opportunity to remedy-the problem which caused the point
of order. Section 312(d) is also designed to provide the Senate with the opportunity
to remedy a problem that wouid provoke a point of order. This provision states that
a point of order may not be raised against a measure, amendment, motion, or
conference report while an amendment or motion which wouid remedy the problem
is pending.

Section 312(e) clarifies that any point of order which would apply in the Senate
against an amendment aiso applies against amendments between the Houses. Further,
this section also states that the effect would "be the same as if the Senate had
disagreed to the amendment.” This wouid allow the Senate to keep the underlying
measure pending, and thus retain the ability to resoive their differences with the
House. This provision therefore means that any resolution of the differences between
the House and Senate passed versions of a measure, whether it is in the form of &
conference report or not, must adhere to the provisions of the Budget Act.

One major exception to the application of points of order to measures as a whole
is section 313, the so-called Byrd Rule. This section applies to matter "contained in
any title or provision” in a reconciliation bill or resolution (or conference report
thereon), as well as any amendment or motion. If a point of order is sustained under
this section, the provision in question is stricken, or the amendment or motion falls.’

Procedures for Waiving Points of Order

for waiving points of order under the Act. These waiver procedures apply in the
Senate only. Under these procedures, 2 Senator may make a motion to waive the
application of a point of order either preemptively before it can be raised, or after it
is raised, but before the presiding officer rules on its merits.

In the Senste, most points of order under the Budget Act may be waived only
by a three-fifths vote of all Senators duly chosen and sworn (60 votes if there are no
vacancies), Most of these three-fifths requirements are temporary, and are cutrently
scheduled to expire at the end of FY2002 (ses footnote to Table 1). Three-fifths
waivers were first established under the Balanced Budget and Emergency Deficit
Control Act of 1985 aithough many have been extended and modified through the
further changes in the budget process. Three-fifths votes are also required for the

SSection 313(c) provides 3 special procedurs for further consideration of a measure
should & poit of order under this section be sustained against & provision is s conference
report.
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Senate to waive the point of order established in the budget resolution for FY 1996
(Table 2).

In the House, Budget Act points of order are typically waived by the adoption
of “special rules"—simple resolutions reported from the House Rules Committee to
provide for consideration of legislation by the House—although other means (such
as unanimous consent or suspension of the rules) may also be used.
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Table 1. Points of Order Under the Congressional Budget Act of 1974

Section Description Application Senate
waiver vote*
301() In the Senate, prohibits Budget Simple
consideration of a budget resolution, majority.
resolution using more than one set | amendment, or
of economic assumptions. conference
report.
301G) In the Senate, prohibits Budget Three-fifths.*
consideration of a budget resolution,
resolution that would decrease the | amendment,
Social Security surpius in any motion, of
fiscal year covered by the conference
resolution. report.
302(c) Prohibits the consideration of any | Bill, jount Three-fifths.*
measure within the jurisdiction of | resolution,
the House or Senate amendment,
Appropriations Committees that - | motion, or
provides new budget authority for | conference
a fiscal vear until the committoe report.
by section 302(b).
302(EX 1) In the House, after action on a Bill, joirs na
budget resolution is completed, resolution,
prohibits consideration of amendment, or
legislation providing new budget conference
authority for any fiscal year that report.
would cause the applicable
allocation of new budget authority
made pursuant to section 302(a) or
{b) for the first fiscal year or for
the total of ail fiscal years to be
exceeded.®
302(fX2XA) | In the Senate, after & budget Bill, joint Three-fifths. *
resolution is agreed to, prohibits resolution,
congideration of legisiation (fromn | amendment,
any comenittes other than the motion, or
- Appropriations Committee) that conferencs
would cause the applicable report.
allocation of new budget authority
or outiays made pursuant 10
section 302(a) for the first fiscal
year or for the total of all fiscal

years to be exceedod.
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Section Description Application Senate
waiver vote*
302(fX2XB) | In the Senate, after a budget Bill, joint Three-fifths.*
resolution has been agreed 1o, resolution.
prohibits consideration of amendmeant,
legislation from the Appropriations | motion, or
Committee that would cause the conference
applicable subaliocation of new report.
budget authority or outlays made
pursuant to section 302(b) to be
exceeded. .

303(a) Prohibits consideration of Bill, joint . Simple
legislation providing new budget | resotution, majority.
authority, an increase or decrease | amendment,
in revenues, an increase or motion, or
decrease in the public debt limit, conference
new entitlement authority (in the report.

Senate only), or an increase or

decrease in outlays (in the Senate
only) for a fiscal yearuntila -
concurrent resolution for that fiscal
year (or, in the Senate, a budget

resolution covering thag fiscal year)
has been agreed to.* ©

305(an4) In the House, prohibits Amendmentto | v/a
consideration of amendments toa | a budget
budget resolution relating to resolution.
certain economic goals if the
budget resolution does not set forth
such goals, and requires such
amendments, if in order, to be
germane. .

305(bX2) In the Senate, prohibits the Amendment to | Three-fifths.
considerstion of nongermans a budget
amendments to resolutions | resolution
(section 310(e) applies this (or 1o

ibition t0 amendments to reconciliation

‘ legisiation as well). | legisiation).

305(cX4)- In the Senate, prohibits Amendment in | Three-fifths.
coasiderstion of nongermans disagroement to
amendments to amendments in a budget
disagreement to a budget resolution | resolution
(section 310(e) applics this (orto
prohibition to amendments in reconciliation
i to reconciliation legisiation).

dnw
legisiation as weil).
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Section

Description

Application

Senate
waiver vote*

305(d)

In the Senate, prohibits a vote on a
budget resolution uniess the figures
contained in the resolution are
mathematicaily consistent.

resolution or

Simple

306

Prohubits consideration of matters
within the jurisdiction of the House
or Senate Budget Committee
except when it is a measure

Bill, resolution,

motion, or

Three-fifths.

309

o/a

310(d)

Prohibits the consideration of
amendments to reconciliation
deficit either by increasing outlays
or reducing revenues, except that
in the Senate a motion to strike &
provision shall always be in order.

Three-fifths.

310(e)

reference to sections 305(b)(2) and
308(cX#)).

Three-fifths.

31n

s
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Section Description Application Senate
waiver vote*
310(g) Prolubits the consideration of Bill, joint Three-fifths.*
reconciliation legislation that resolution,
contains recommendations with amendment,
respect to Social Security. motion, or
conference
report.
3llaxl) In the House, prohibits Bill, joint n/a
consideration of legislation that resolution,
would cause new budget authority | amendment,
or outlays to exceed or revenues to | motion, or
“fall below the levels set forth in the | conference
budget resolution for the first fiscal | repoet.
vear or for the total of all fiscal
years for which allocations are
made pursuant to section 302(a).>*
311(ax2) In the Senate, prohibits Bill. joim Three-fifths.*
consideration of legislation that - resolution,
would cause new budget authority | amendment,
or outlays 1o exceed the levels set motion, of
forth in the budget resolution for - | conference
the first fiscal year, or revenues to report.
fall below the levels set forth in the
budget resolution for the first fiscal
vear or for the total of all fiscal
years for which aliocations are
made pursuant to section 302(a).
311(ax3) In the Senate, prohibits Bill, jout Three-fifths.*
consideration of legisiation that resolution,
would cause a decrease in Social amendment,
Security surpluses or an increase in | motion, or
Social Security deficits relative to | conference
the level set forth in the budget report.
resolution for the first fiscal year
or for the total of all fiscal years
for which allocations are mads
pursuant to section 302(a).
31200) - In the Senate, prohibits the Bill, joint Three-fifths.*
consideration of legislation that resolution,
would cause any of the amendment,
discretionary spending limits motion, o
specified in section 251(c) of the conference
Balsnced Budget and Emergency report.
Deficit Control Act of 1985, as

amended, to be excoeded.
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Section Descriptioa Application Senate
waiver vote®
312(c) In the Senate, prohibits Budget Three-fifths.*
consideration of a budget resolution,
resolution that provides for a amendment, or
deficit in excess of the maximum conference
deficit amount specified in the report.
Balanced Budget and
Deficit Control Act of 1985, as
amended, for the first fiscal year
set forth in the resolution.
313 In the Senate prohibits Reconciligtion | Three-fifths.
consideration of extrancous bill or
provisions in reconcilistion resolution (any
legisiation.* title or
provision),
amgﬂn-t.
motion, o
couference
. report.
401(a) Prohibits consideration of Bill, joint Simple
authority, borrowing suthority, or | amendment,
credit authority not limited to motion, of
amounts provided in conference
appropriations acts.’ report.
401(b) Prohibits consideration of Bill, joint Simple
entitiement authority that is to amendment,
become effective during the current | motion, or
fiscal year.! conference
report.
425(ax1) Prohibits consideration of Bill, jomt Simple
legisiation reported by & committes | resolution. majority.
uniess the committee has
a statement by CBO on the direct
costs.
25(8Q2)_ Prohibits consideration of Bill, joint Simpls
direct costs of federal amendment,
intergovernmental mandates by an | motion, or
amount greater than the thresholds | conference
specified in section 424(a). report.
426 In the House, prohibits Resolution, va
consideration of a rule or order that | rule, order.
would waive the spplication of

section 425.
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‘This column indicates the type of Senate vote (provided under section 904 of the
Congressional Budget Act) necessary (0 approve a motion to waive the pownt of order listed. The
term "simple majority” means that the provision may be waived by a majority vote of the Members
voung. a quorum being present. The term “three-fifths® means that a motion to waive the provision
must be approved by three-fifths of the Members “duly chosen and sworn." For those provisions.
which are marked with an asterisk. the three-fifths requirement 1s scheduled to expire on September
30. 2002 (under section 904(¢)). reverting to simple majority at that time. The same voung
requirement (either simple majority or three-fifths) would also apply to a vote to appeal a ruling of
the chair connected with a point of order. The term "n/a” is used for those provisions that apply in
the House only.

*Section 302(g) pf the Congressional Budget Act (known as the Pay-As-You-Go exception)
provides that sections 301(f)(1), 303(a) (after April 15), and 311(a) shall not apply in the House to
legisiation (bill, joint resolution, amendment. or conference report) if for each fiscal year covered by
the most recently agreed to budget resolution such legisiation would not increase the deficit if added
to other changes in revenues or direct spending provided in the budget resolution pursuant to pay-as-
you-go procedures included under section 30 1(bX8).

“Section 303(b) sets forth exceptions to the prohibitions under 303(a). In the House, the point
of order does not apply t0: 1) advance discretionary new budget authority that first become available
for the first or second fiscal year after the first fiscal year covered in a budget resolution; 2) revenue
legisiation that ig to first become effective after the first fiscal year covered in a budget resolution:
J)yuﬂwmhlkaﬂamyls or 4) any bill or joint resolution unless it is reposted by
a committee (soe also table note ® above for an additional exception to 303(a) provided under section
302(g)). In the Senste, the point of order does ot apply to advance appropriations for the first or
second fiscal year after the first fiscal year covered in a budget resolution. The application of this
point of order t0 appropriations bills in the Senate is clarified under section 303(c) to prohibit their
consideration until after 2 budget resolution for that fiscal year is agreed to and an allocation made
pursuant to section 302(a).

4Section 311(c) provides that 311(a) shall not apply in the House 1o legisiation that would not
cause a committee's spending ailocation under 302(a) to be exceeded.

‘For more information on this provision (known as the “Byrd Rule”) see: U.S. Librasy of
Congress, Congressional Research Service, The Senate’s Syrd Rule Against Extraneous Matter in
Reconciliation Measures, by Robert Keith, CRS report 97-688 GOV (Washington, 1997).

Section 401(d) provides that sections 401(a) and 401(b) shall not apply to new spending
authority described in those sections that flow from: 1) a trust fund established under the Social
Security Act or any other trust fund for which 90 percent or more of its expenditures are supported
by dedicated revermes: 2) certain wholly owned or mixed ownership government corporations; or 3)
gifts or bequests made to the United States for a specific purposs.
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Tabie 2. Point of Order Under H.Con.Res. 67 (104® Congress)
(Budget Resolution for FY1996)

Section Description Application Senate
waiver vote*
202(b) In the Senate, prohibits Bill, joint Three-fifths.*
consideration of any direct resolution,
spending or revenue legisiation that | amendment,
would increase the deficit for the motion, of
first fiscal year covered by the conference
most recently adopted budget report.
resolution, the period of the firse
five fiscal years covered by the
most recently adopted budget
resolution, or the five fiscal years
following the first five fiscal years
covered by the most recently

“This coloenn indicases the type of Senuie VoI HOCITY 10 PPIOVE & MOLIOR 10 waive the point

of arder tised. The term “throe-fiithe” Means thet 2 motion o waive the provision must be approved
by three-fifths of the Members “duly choses and sworn.* This provisios is scheduied 10 expire on
September 30, 2002 (under section 202(g) of this budget resolution). The same voting requircment
would also apply 10 & vote 10 appes! 2 ruling.of the chair connecsed with & poist of order.

Table 3. Point of Order Under P.L. 101-508
(Budget Enforcement Act of 1990)*

Section Description Application Seaste
waiver vote
13302(a) In the House, prohibits -Bill, joint o/s
ideration of legisiation that on
would provide for a net increase in | amendment, or
Social Security benefits or i
deocrease in Social Security taxes in | report.
excons of 0.02 perom of the
prosent value of future taxable
payroll for 8 75-year period, or in
- | excems of $250,000,000 for the
first S-year period after it becomes
effoctive.”

*This provision is 2 Sresstandiing provision of sebtitle C of the Budget Enforcement Act of 1990
(Title XIII of the Omnibws Budget Recoscilistion Act of 1990).

“Section 13302(b) providas that the point of order would not apply 1 legisistion thet reduces
Social Secuvity taxes in excess of the threshold amownts if these reductions ars offset by squivaient
increnses in meedicare taxes.
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The Appropriations Process and the
Congressional Budget Act

Summary

Each year Congress considers a series of appropriations measures that provide
funding for various federal programs. These measures consist of regular
appropriations, supplemental appropriations, and continuing resolutions. The House
and Senate have established procedures that make consideration of these measures
distinct from other legisiative matters. In particular, the Congressional Budget Act
of 1974 (titles I-IX of P.L. 93-344) provides a timetabie for the consideration of
appropriations, and allows Congress to establish limitations on the level of funding
they supply.
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The Appropriations Process and the
Congressional Budget Act!

Introduction

The Constitution provides that “"No Money shall be drawn from the Treasury,
but in Consequence of Appropriations made by Law."? However, it does not establish
any specific procedures for consideration of spending legislation. Instead, the House
and Senate have developed rules and practices that govern considerstion o
appropriations and other budgetary legisiation pursuant to the constitutional authority
of each chamber to "determine the Rules of its Proceedings."* It is under this
authority that the procedures outlined in the Congressional Budget Act of 1974 were
established.

The Congressional Budget Att created the basic framework that is used today
for congressional consideration of budget and fiscal policy. The Budget Act provided
for the adoption of a concurrent resoltion on the budget as a mechanism for
coordinating congressional budgetary decision making. This process supplements
other House and Senate procedures for considering spending, revenue, and debt
legisiation by allowing Congress to establish and enforce parameters with which those
separate pieces of budgetary legislation must be consistent, For discretionary
spending,* which is provided in appropriations acts, these parameters are enforced,
in part, through procedures contsined in Titie III of the Budget Act. These
procedures consist of 1) a timetable for budgetary action; 2) a requirement that the
overall totais agreed to in the budget resolution be allocated in esch chamber among

' For more on the appropeiations process generally, see U.S. Library of Congress,
Congressional Research Service, Appropriations Procedures in Congress, by Staniey Bach,
CRS Report 94-1009 S (Washington:  1994), and The Congressional Appropriations
Process: An Introduction, by Sandy Streeter, CRS Report 97-684 GOV (Washington:
1997). For more om the budget process gemeraily see: U.S. Library of Congress,
Congressional Rescarch Service, A Brief Introduction to the Federal Budget Process, by
Robert Keith, CRS Report 96-912 GOV (Washington: 1996), and Budget Enforcement Act
of 1997: Summary and Legisiattve History, by Robert Keith, CRS Report 97-931 GOV
(Washington: 1997).

3 U.S. Constitution, Article L, Section 9.

3 U.S. Constitution, Article L, Soction 5.

* Discrets fiog is Sod throush the L hich is used
both to provide fimds and to determine their level. It is distinguished from direct spending
(e.g., entitioment authority or Food Stamps), for which the level is controlied by iaws other
than appropriations acts, aithough the budgetary resources for some direct spending programs
may be provided in appropristions acts.
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committees with jurisdiction over spending, and 3) points of order to prohibit
consideration of measures that would violate these parameters.

Timing of Appropriations Consideration and the
Congressional Budget Act

The Congressional Budget Act establishes a timetable for the consideration of
budgetary legisiation This timetable (in Section 300) provides various deadlines; the
following ones pertain to the appropriations process:

Mayls .................. Annual appropriation bills may be
considered in the House,

June10 ... ... ... . ..., House Appropriations Committee reports
last annual appropriation bill.

June 0 ... .. ... House completes action on annual
appropriation bills.

Ocobert ................. Fiscal year begins. ([all appropriations
actions to be completed)

These deadlines reflect the pace at which the appropriations process typically
occurs. Because the conventional pattern for consideration of appropriations is for
the Homtomgmethemdndadhmfoauontheﬂmmord«to
promote timely consideration, and aliow sufficient time for Senate and conference
consideration.

June 10 and June 30 serve as target dates, and are not enforced by points of
order. However, Section 309 does prohibit consideration of an adjournment
resolution of longer than three calendar days during July until the House has approved
all regular appropriations bills. By prohibiting any extended adjournment period, this
point of order is clearly intended to reinforce the target dates indirectly.

The May 15 date is likewise not a formal deadline. Rather, it is an enabling date
for House appropristions actions, and serves as a spur for the completion of
congmaondmmonthebudwmom Secuon303(a)ofthe8udgum

Section 303(b), this prohibition does not apply to regular appropriations bills
considered in the House after May 15. There is no similar exception that applies to
Smeonndcm

More general timing issues are enforced directly through points of order. The
intent of Section 303(a) is to prohibit the consideration of legislation that would
implement budget priorities, until those priorities are established in the form of the
budget resolution  Similarly, Section 302(c) .prohibits the considerstion of
appropriations messures by the House or Senate until the Appropriations Committes
.of that chamber has made the suballocations required under Section 302(b). The
intent is to prohibit consideration of measures implementing past of discretionary
mmmum«s«:uohuhdcdnnammhowdnm

parts are expected to fit together.
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The start of the fiscal year is aiso part of the timetabie established in Section 300
of the Budget Act, and serves as a deadline for completion of appropriations actions.’
Enforcement of this date is provided not through a point of order, but rather through
the threat of a government shutdown if there is a funding lapse. Because
appropriations measures typically provide funding for the period of & single fiscal
year, all appropriations measures must be enacted prior to October 1, or funding must
be provided on an interim basis in the form of a continuing resolution.

Previously, the Congressional Budget Act provided & deadline for reporting
authorizing legislation. This deadline was intended to supplement the requirements
in House and Senate Rules that assume the enactment of authorizing legisiation prior
to the consideration of appropristions. The result, however, was that rather than|
promote the timely consideration of authorizations, the deadline tended to create a)
bottleneck of legislation, making it difficult to complete floor action on suthorizing;
measures prior to consideration of appropriations bills. The deadline was repealed in:
1985 as part of the Balanced Budget and Emergency Deficit Control Act of 1985.

Allocations and Enforcement

Allocations Under Secﬁoi 302n)

One of the features of the process established under the C Budget
Act is that the budget resolution is nof intended to implement the details of spending
or revenuie policy. Instead, it is left to the committees with jurisdiction over various
spending and revenue laws to report the legislation neceasary for implementation.
They are expected to report this legislation in accordance with the priorities agreed
to in the budget resolution. The budget resolution establishes spending priorities in
terms of functional categories rather than in terms of spending for specific agencies
or programs. The amounts for these functional categories are not binding, but they
do provide a guide for how spending should be allocated to each committee, based
on its jurisdictions. The amounts are then allocated, or "crosswalked,” and become
binding and enforcesble.* These allocations of new budget authority (ba) and outiays
(o)’:emdemchecnoan(a)ofdnwmwmmthem
report on the budget resolution. The aliocations to the Approprisiions Coimittees
reflect their jurisdiction over all discretionary spending programs. Section 302(f)(1)
prohibits the House from considering legisistion that would cause a committee's
allocation of budget suthority under 302(s) to be exceeded. The Senste operates
under s slightly different limitation. Section 302(f)(2)(A) prohibits the Senate from

* The fiscal year was changed to October 1 to September 30 under Section 501 of the
Congressional Budget Act, as it was originally eoscted. This Section was later repiaced by
provisicns of the Federal Credit Reform Act of 1990, but is now codified st 31 US.C. 1102

¢ Amounts provided through the appeopriations process for direct spending programs
penceaily are not enforceabie at this stags.

? Budgst suthority represents the \ovel of new budgetary resources provided in spending
mmmwamm«munwm
OF PrEVIOUS SCTOR.
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considering legislation that would cause a committee's allocation of either budget
authority or outlays under 302(a) to be exceeded.

Because Section 303(a) zllows for the consideration of appropriations bills in the
House even when Congress has not agreed to a budget resolution. Section 302(a)X5)
provides guidelines for making allocations in those cases. As amended by the Budget
Enforcement Act of 1997, this section provides that if a budget resolution is not
adopted by April 15, an allocation for the House Appropriations Committee shail be
submitted that is consistent with the discretionary spending levels in the previous
year's budget resolution. Previously, such allocations in the absence of an agreement
on a budget resolution were based on the President's budget submission.

Appropriations and Discretionary Spending Limjts

The allocations made under Section 302(a) must be consistent with the
discretionary spending limits established in Section 251(c) of the Balanced Budget and
Emergency Deficit Control Act of 1985, as amended (Table 1).* Allocations under
302(a) may not provide for spending that would exceed the statutory limits on
discretionary spending.

Enforcement of these discretionary spending limits occurs on two levels. First,
Section 312(b) of the Budget Act prohibits the Senate from considering legislation
that would cause any of the spending limits to be exceeded.” The House has no
equivalent point of order. This proltibition, however, is not necessarily absolute.
Points of order are not seif-enforcing, and they may be waived.'® Therefore, the
spending limits are also enforced through the sequestration process.

Section 251(a) of the Balanced Budget and Emergency Deficit Control Act
provides that any time one of the spending limits is breached, the President must order
an across-the-board cut of all non-exempt programs within that category.

! Discretionary spending limits for FY1990-1995 were established by the Budget
Enforcement Act of 1990, and appeared in Title V1 of the Congressional Budget Act. These
limits were extended to cover FY1996-1998 by Title XIV of the Omnibus Budget
Reconcilistia Act of 1993. The Budget Enforcement Act of 1997 extended the discretionary
spending limits through FY2002, repealed Title V1 of the Congressional Budget Act, and
shifted the discretionary spending limits to Section 251(c) of the Balanced Budget and
Emergency Deficit Control Act.

® Previously, the Senate had used points of order established as part of the budget
resolutions in 1995, 1996, and 1997, to enforce discretionary spending amounts as specified
in those budgst resolutions through FY2002.

!9 For more ca points of order, including the waiver process, ses: U.S. Library of

Congress, Congressional Research Servics, Points of Order in the Congressional Budget
Process, by James V. Saturno, CRS report 97-865 GOV (Washington, 1997).



132

CRS-S
Table 1. Discretionary Spending Limits, FY1998-2002
(Budget Authority and Outlays)"!
Fiscal | Defense Spending Nondefense Total Discretionary | Violent Crime
Year Spending Spending Reduction
Spending
1998 | be $269.000.000,000 | ba $252,357.000,000 ba $5,500,000,000
03266,823,000000 | o $282,853,000,000 © $3,592,000,000
1999 | be $271,500,000,000 | ba $255,699,000,000 ba $3,800.000,000
0$266,518,000,000 | o $287,850,000,000 0 $4,953,000,000
2000 be $532,693,000,000 | ba $4,500.000,000
0$558,711,000,000 | o §5,554,000,000
001 be $542,032,000,000
2 0 $564,396,000,000
be $551,074,000,000
2002 0 $560,799,000,000

Source: mm«mumw&wwmmum
by Sectior 10203(b) of the Budget Enforcement Act of 1997 (P.L. 105-33).

Enforcement of Total Spending

The Congressional Budget Act aiso provides that the total level of spending for
a fiscal year as provided for in & budget resolution may be enforced by & point of
order. Section 311(a) in the House, and 311(b) in the Senate, prohibit the
considerstion of legisiation that would cause the total amount of new budget authority
or outlays set forth in the budget resolution from being exceeded. However, this
point of order does not apply in the House if the legislation in question does not also
cause & committee’s allocation under 302(a) to be exceeded. This exception under
Section 311(c) (known as the "Fazio exception") means that it is necessary for
committees to control the level of spending that will resuit from legisiation they
report, but not require them to offset incresses in spending due to factors outside of
their direct control, such as the economy.

Appropriations Bills and Suballocations Under Section 302(b)

Section 302(b) of the Budget Act requires the House and Senate Appropristions
Committees to subdivide their allocations of budget authority and outisys under
Section 302(s) among their subcommittees. These suballocations are to be made "as
soon as practicable after & concurrent resolution on the budget is agreed to." This
requirement is reinforced by Section 302(c), which prohibits the consideration of
appropriations measures in the House or Senate until the subaliocations are made.

. ' Thess amounts are %0 be periodically adjusted in accordence with the parameters
cotablished in Section 251(b) of the Balanced Budget and Deficit Control Act, as
amended by Section 10203(a) of the Budgst Enforcoment Act of 1997 (P.L. 108-33).
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]
Because each subcommittee of the Appropriations Committees is responsible for
reporting a single general appropriations bill, the process of making suballocations
effectively determines the spending level for each of the 13 regular appropriations
bills. .

One of the changes made to the Congressional Budget Act by the Balanced
Budget and Emergency Deficit Controi Act of 1985 was to establish the enforceability
of suballocations by points of order. Under Section 302(f)(1) in the House, and
Section 302(f)(2)(B) in the Senate, legislation that would cause the suballocations
made under 302(b) to be exceeded is prohibited. As with total allocations to
committee under Section 302(a), the House enforces the leve! of budget authority,
while the Senate enforces both the levels of budget authority and outlays.

Because the 302(b) subdivisions are within the purview of the Appropriations
Committees, the committees can (and do) issue revised subdivisions over the course
of appropriations actions to reflect changes in spending priorities effected during floor
consideration or in conference. Each revision then supplans all previous
suballocations and becomes enforceabie through points of order.

One way in which making 302(b) suballocations enforceable has had an impact
has been to reduce the number .of floor amendments to appropriations measures.
Because the Appropriations Committees typically report measures that spend at the
level of the appropriate suballocation, any amendment that would increase spending
wouldbe&ikdymmudmmbaﬂoaﬁontobebwhed,uﬂdmmbjeatoapoim
of order.

This rule, in combination with other rules of procedure, frequently makes it
difficult to rearrange spending priorities within an appropriations bill through
amendments on the floor. A separate amendment (or amendments) to reduce
spending would need to be agreed to prior to consideration of one that would increase
spending for an agency or program in order to offset that increase. The spending
reduction needed to be agreed to first in order to insure that agreeing to the increase
would not csuse the 302(b) suballocation to be. exceeded, but, because the
amendments had to be offered separately, there was no certainty as to what spending
(if any) the reduction would be used to offset. In order to alleviate this perceived
difficulty, the House adopted a new provision to Rule XXI at the beginning of the
104* Congress.” House Rule XXI, clause 2(f) provides that:

... it shall be in order to consider en bloc amendments proposing oaly to transfier
appropriations among objects in the bill without increasing the levels of budget
authority or outisys in the bill. When considered en bloc pursuant to this

12 For a discussion of this cffct, sos Richard G. Forgette and James V. Saturno,
"302(b) or Not 302(b): Congressional Floor Procedures and House Appropristors,”
Legislative Srudies Quarnerly, vol. 19, no. 3 (Aug. 1994), p. 385-396.

'* Title 1 of H.Res. 6 (104* Congress), agroed to in the House Jasuary 4, 1993.
Congressional Record, daily edition, vol. 141, no. |1, Jan. 4, 1995, and no. 2, Jaa. §, 1998
(continuation of proceedings of Jan. 4, 1993), p. H89.
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paragraph. such amendments may amend portions of the bill not vet read for
amendment ... and shail not be subject to a demand for division of the question ...

This provision allows greater latitude in amending appropriations bills in the House,
while preserving the Section 302(f) point of order as a method for enforcing the level
of appropriations suballocations.
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Summary

The Line Item Veto Act of 1996 (Public Law 104-130, 110 Stat. 1200), gives the
President expanded rescission authority by changing the burden of action and
coverage. Under the Impoundment Control Act of 1974 (88 Stat. 332), the President
must obtain the support of both Houses within a specified time period for a
rescission to become permanent, while the new law puts the burden on Congress to
disapprove presidential rescission proposals within a 30-day period. Along with
rescission of discrstionary appropriations, the new law subjects any new item of
direct spending (entitlement) and certain limited tax benefits to cancellation as well.

Background on Impoundment

At various times, Congress has given the President statutory authority not to
spend appropriated funds.! That authority was elaborated and made more
systematic with the Impoundment Control Act of 1974 (Title X of the Congressional
Budget and Impoundment Control Act, or ICA), which provided a statutory
framework for congressional review of impoundment actions by the President. The
ICA permitted the President to delay the expenditure of funds (deferral authority)
and to cancel funds (rescission authority). A rescission action by the President
required approval by both the House and Senats within 45 days of continuous
session or the fumde had to be made available again for obligation.

Over the years, experiences under the ICA led some to question whether the
1974 framework unduly diminished the President’s authority to rescind funds.
Support grew in Congress to modify the arrangement and grant the President some
Torm of expanded rescission suthority.? In time, consideration of impoundment

‘Pw:wdpﬁd—ﬁdwmmlﬂu,uxww
Spending Power. Princeton, NJ: Princeton University Prems, 1975. pp. 147-197.

2 For & more detailed history of efforts to changs the 1974 framework for resciasions by
the President, see: ltem Veso and Expanded Impoundment Proposals, by Virginia A

McMurtry. CRS Issus Brief 89148, regularly updated, 15 p. .

CRS Reports are prepared for Members and commitiees of Congress
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reform became increasingly joined with that of an item veto for the President. The
Constitution provides that the President may sign a bill into law or veto the measure
in its entirety. However, constitutions in 43 states ailow the governors to eliminate
individual provisions or reduce amounts in legislation presented for their signature:
Many initially favoring an item veto constitutional amendment at the federal level
turned to expanded rescission authority for the President as & similar mechanism
accessible by statutory change.

A Changes in the Framework for Impoundment

Action on an expanded rescission measure commenced early in the 104th
Congress. On February 6, 1995, the House passed H.R. 2, as amended, an enhanced
rescission measure, providing that funds requested for rescission remain permanently
canceled unless Congress acts to disapprove the request within a prescribed period.
The following month, the Senate paseed S. 4, as amended, to provide for the separate
enrolime at of items of appropriations and items of new direct spending and certain
targeted tax benefits. The conference substitute, as reported on March 21, 1996, and
subsequently enacted into law, reflected compromise between the two versions,
incorporating the enhanced rescission approach of the House version and the broader
coverage of the Senate measure.

The Line Item Veto Act of 1996 augments the rescission authority in the 1974
law by changing the burden. Instead of requiring the President to obtain the
support of both Houses within a specified time period, the Line [tem Veto Act puts
the burden on Congress to disapprove presidential proposals within a 30-day period.
Any bill or joint resolution of disapproval is subject to a presidential veto, requiring
a two-thirds majority in each House for the override. Moreover, the Line Item Veto
Act expands the subject matter of rescission authority. The President may cancel
not only discretionary budget authority, but also any item of new direct spending
(entitlement) and certain limited tax benefits.

Major Provisions

The Control Act (Title X of the Congressional Budget and
Impoundment Control Act of 1974) is amended by adding at the end a new part on
"line item veto." Whenever the President signs a bill or joint resolution, the
President may cancel in whole (1) any dollar amount of discretionary budget
authority, (2) any item of new direct spending, and (3) certain limited tax benefits.
In exercising this authority, the President must determine that such canceilation will
(1) reduce the federal budget deficit, (2) not impair any essential government
functions, and (3) not harm the national interest.

The President must notify Congress within five calendar days (Sundays
excluded) after the enactment of the law. The special message to Congress shail
specify the items to be canceled, the reasons for the cancellation, and other
consequences and facts bearing upon the cancellation. The Act requires the
President, in identifying cancellations, to consider legislative histories and
“information referenced in law.

The cancellations take effect upon receipt of the special message in the House
and the Senate. “Cancellation® in this context means to prevent from having legal
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force; in other words, provisions canceied never become effective unless Congress
reverses the action of the President by enacting a “disapproval bill." If a disapproval
bill for the special message is enacted into law, all cancellations disapproved in that
law become null and void and the items shall be effective as of the original date
provided in the law to which the cancellation applied.

Each special message is referred to the House and Senate Budget Commitiees
and other appropriate committees and a disapproval bill must be introduced no later
than five days after the special message is received. Any House committes receiving
a disapproval bill must report it without amendment within seven calendar days.
If the committee fails to report, a motion is in order to discharge the committee from
further consideration of the bill. During floor action, no amendment is in order
except that any Member, if supported by 49 other Members, may offer an
amendment striking one or more cancellations from the bill. Senate committees are
also subject to the reportirg deadline of seven days, or automatic discharge occurs,
and the bill is placed directly on the Calendar. When the Senate receives a
disapproval bill from the House, it is not referred to committae, but is placed on the
Calendar. Senate amendments are in order when they strike or insert the number’
or numbers of a cancellation. : i

In the case of disagreement between the two Houses with respect to a
disapproval bill, conferees shall be promptly appointed and a conference promptly
convened. If Congress fails to complete action on the disapproval bill within the 30-
day period allowed, the items designated by the President in the special message
remain canceled.

The Line Item Veto Act contains a "lockbox” procedurs to help insure that any
savings from cancellations go toward deficit reduction. This is accomplished by
binding the new procedures to existing requirements relating to discretionary
spending limits and the pay-as-you-go requirements established in the Budget
Enforcement Act of 1990 (104 Stat. 1388-573).

For appropriations, the Act requires the Office of Management and Budget to
(1) estimate the reduction in federal budget authority and outlays that result from
such a cancellation, including reductions to discretionary spending limits for each
fiscal year; (2) estimate the deficit decresse that will result from such cancellation;
and (3) reduce the federal spending caps by the amount of such estimated
budgetary savings (after the expiration of the time period for congressional
consideration of a disapproval bill, pius 10 days).

For new sutitlement or other mandatory spending or limited tax benefits, the
lockbox protedure is a little different. In genersi, the savings resulting from the
cancellation of direct spending items or tax breaks would not be available to use ss
offsets elsewhere. Although OMB must provide an estimate of the deficit decrease
resulting from such cancellations, the amount is not incorporsated into the pay-as-
you-go ledger.

" . The Director of the Congressional Budget Office is also required to estimate
savings resulting from each cancellation and then submit an estimate of the
reduction in budget authority and outlays resulting from a cancellation for each
outysar to the Houss and Senste Budget Committess.
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The Line Item Veto Act provides for expedited judicial review to test the
constitutionality of the statute. Any Member of Congress or any individual
adversely affected by this statute may bring an action in the U.S, District Court for
the District of Columbia for declaratory judgment and injunctive relief on the ground
that any provision of the statute violates the Constitution. Any order of the district
court may be appealed directly to the Supreme Court. It is the duty of the district
court and the Supreme Court to advance on the docket and expedite the disposition
of a legal challenge.

The Line Item Veto Act takes effect on January 1, 1997. The statute expires
at the end of calendar 2004 (pursuant to a sunset provision).

Discussion

It is a misnomer to call this presidential power an "item veto." When any bill
or joint resolution passes Congress, the President is limited to the same procedure
available to every Chief Executive since George Washington. The President must
sign or veto the entire measure. The President has no authority to veto individual
parts or items. The canceliation authority comps into force only after the President
signs a bill or joint resolution. Undike the procedure available to 43 state governors,
it is not part of the bill-signing process.

As noted, this procedure is available only when the President signs a bill or
joint resolution. It is not available when the President allows a bill or joint
resolution to become law without the President’s signature or when the President
exercises the veto power.

It is not clear from the public law and the conference report what procedure is
to be followed when Congress votes to override the President’s veto of & bill or joint
resolution of disapproval. Under ordinary circumstances, Congress can schedule an
override vote at any time during the two years of a Congress. Given the purpose of
the Line Item Veto Act, it would seem that Congress would schedule an override vote
immediately following the President’s veto in order to release funds for obligation
by agencies.

The Line Item Veto Act defines the subject matter that can be canceled. The
term "appropriation law” includes any general or special appropristion statuts or any
statute making supplemental, deficiency, or continuing sppropriations. The term
“direct spending’ means budget authority (other than an appropriation law),
entitlement suthority, and the food stamp program. The Act defines & "limited tax
benefit" as any revenue-losing provision that provides a federal tax deduction, credit,
exclusion, or preference to 100 or fewer beneficiaries; and any federal tax provision
change that provides temporary or permanent transitional relief for ten or fewer
beneficiaries.

- However, several exceptions designated in the law have the effect of removing
many targeted tax breaks from the group of "limited tax benefits” subject to the new
cancellation authority. The Act directs the Joint Committes on Taxation (JCT) to
review any revenus or reconciliation bill or joint resolution that includes any
amendment to the Internal Revenue Code (IRC) that is being prepared by &
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conference committee. The JCT must identify any provision that constitutes a
“limited tax benefit" as defined in the Line Item Veto Act and provide the conference
committee with a listing of such provisions or formally certify that the measure
contains none. The information provided by the JCT may be included as a separate
section of a bill or joint resolution. When the JCT list is included in the bill, the
President’s cancellation authority is confined to those limited tax benefits. If a
revenue or reconciliation bill does not list the limited tax benefits, the President may
use the authority granted in the statute to cancel any limited tax benefit that meets
the statutory definition. Judicial review of the identification of a limited tax benefit
in a conference report is prohibited.

The President is not limited to dollar amounts identified in a bill or joint
resolution. The term "dollar amount of discretionary budget authority” means (1)
the amount specified in an appropriation law, (2) the entire dollar amount required
to be allocated by a specific proviso in an appropriation Irw for which a specific
dollar figure was not included, (3) any dollar amount represented separately in any
table, chart, or explanatory text included in the statement of managers or the
governing committee report accompany such law, (4) any dollar amount in a law
(other than an appropriation law) that mandates the expenditure of funds, and (5)
certain procurement items, either in appropristions or in authorizations that
mandate the expenditure of funds. Thus, the President can cancel items that are
located not only in law but in nonstatutory sources such as committee reports.

The scope of the President’s discretion, therefore, depends on the level of detail
that Congress chooses to place in committee reports. Because of the potential power
in the item-veto statute, these reports may be written to limit or expand presidential
choices. Perhaps an item that the President wants will be combined with one he
opposes. Details (tables, charts, etc.) might be removed from the report and placed
on plain paper, with the understanding that agencies will comply with this
nonstatutory control at the risk of sanctions being imposed in subsequent legisiation.
Other types of legislative strategies could be employed in drafting committee reports
and public laws, all done as & conscious effort to direct presidential action.

The statute limits the President to canceling "dollar amounts,” not the
restrictions, conditions, or limitations that Congress places in an appropriation law.
In exercising their canceliation authority, Presidents cannot convert a conditional
appropriation to an unconditional appropriation. The cancellation authority applies
only to the dollar amount.

On the seme day that President Clinton signed the Line Item Veto Act, the
National Treasury Employess Union filed a complaint for declaratory and injunciive
relisf, challenging the constitutionsality of the new law in federal district court. The
union offered three legal chailenges to the statute: (1) it violates the Presentation
Clause of the Constitution by establishing a procedure at odds with the carefuily
structured veto requirements of that provision; (2) it represents an abdication of

. legislative control over the fisc and unconstitutionally shifts lawmaking power to the
exscutive branch; and (3) it violates Article I, Section 5 (granting each chamber the
fight to detarmine its own procedursl rules). On July 3, 1996, a federal judge
dismiseed the case, ruling that the union's claims were "too speculative and remats”
to confer standing on the plaintiffs. NTEU v. United States, 929 F Supp. 484, 488
(D.D.C. 1996).
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Other legal challenges are expectad in 1997. Some of the issues likely to be
raised in court include whether (1) the statute unconstitutionally delegates
legisiative power to the President; (2) it surrenders a legisiative power (power of the
purse) that is central and fundamental to congressional prerogatives; (3) it violates
the Presentation Clause; (4) it violates the constitutional right of each chamber to
determine its own procedural rules; (§) presidential cancellations of judicial items
threaten the independence of the courts; (6) the act allows the President to "make"
and "unmake” law without adhering to the full legisiative process; and (7) the
procedure, by allowing the President access to provisions in committes reports,
constitutes a type of legislative veto struck down by the Supreme Court in INS v.
Chadha (1983). In other words, can Congress by means of something short of a
public law (a committee report) exercise control over the executive branch?

Swmfuwmﬁwmmthelmm

Floor debate on the House and Senate bills and then the conference compromise
is found in Congressional Record, Vol. 141: H1078-1142 (February 2, 1995), H1168-
1264 (February 3, 1996), $4187-96 (March 20, 1995), S4210-60 (March 21, 1995),
$4301-58 (March 22, 1996), and $4408-86 (March 23, 1995); and Vol. 142: $2929-96
(March 27, 1996), S3114-23, 83125 (March 28, 1996, and H2972-3028 (March 28,
1996). The conference report toraccompany S. 4 was dated March 21, 1996. There
were six other committee reports: one each from the House Committees on Rules
and on Government Reform and Oversight; and two each from the Senate Budget
and Governmental Affairs Committees. The House Committee on Government
Reform and Oversight and the Senate Committes on Governmental Affairs held a
joint hearing or January 12, 1996, and Senate Governmentai Affairs held a separate
hearing on February 23, 1995, as did the Senate Budget Committee, on January 18,
1998.¢

3 See: Conference Committess. Line Item Veto Act; Conference Report To Accompany S.
4. House Report No. 104-491. 1996,

House. Committes on Government Reform and Oversight. Line ltem Veto Act; Report
Together with Minority and Additional Views to Accompany H.R. 3. House Report 104-11,
part 2. 1998,

House. Committes on Rules. Line Item Veto Act; Report Together with Additional and
Dissenting Views o Accompany HR. 2. Houss Report 104-11, part 1. 1995.

Senats. Committse on Budget. Legislative Line Item Veto Act of 1996; Report Together
with Additional and Minority Views to Accompany S. 4. Senats Report 104-9; and
Legislative Line Iteom Veto Act; Report Together with Additional and Minority Views to
Amys. 14. Senats Report 104-10. 1996,

Senate. Comumittes on Governmental Affairs. Legisiative Line Item Veto Act of 1995;
Report Together with Additional Views to Accompany S. 4. Senate Report 104-13; and
Legislative Line Item Veto Act; Report Together with Additional Views to Accompany S. 14.
Senate Report 104-14. 19985.

4 See: Senate Committee on Governmental Affairs. S, €and 8. 14, Line Item Veto. Sevste
Hoaring 104-391. Feb. 28, 1995; Houss Government Reform and Oversight Committes. Line
Item Veto. Joint henring with Senats Committes on Governmental Affaire. Jan. 13, 1996; and
Senate Budget Committes. Hearing on Line-Item Rescission Authority, Jan. 18, 1995. Printed
in Concurrent Resolution on the Budget for Fiscal Year 1996. 8. Hrg. 104-162, vol.IL
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Summary

At various times, Congress has given the President statutory authority not to
spend appropriated funds. That authority was elaborated and made more systematic
with the Impoundment Control Act of 1974, which permitted the President to delay
the expenditure of funds (deferral authority) and to cancel funds (rescission
authority). To rescind funds, the President needed the support of both houses
within 45 days.

The Line Item Veto Act of 1998 (Public Law 104-130, 110 Stat. 1200)
supplements the rescission authority. Instead of requiring the President to obtain
the support of both houses within a specified time period, the Line Item Veto Act
puts the burden on Congress to disapprove presidential proposals, acting under
expedited proeoduru, within a 30-day period. Any bill or joint resolution of
disapproval is subject to a presidential veto, ultimately requiring a two-thirds
majority in each chamber for override. These procedures delegate important new
powers to the President, affect the balance between the legislative and exscutive
branches, and change the budget process.

Presidential Action

The Impoundment Control Act (ICA, Title X of the Congressional Budget and
Impoundment Control Act) is amended by sdding at the end a new part on “line item
veto.” Thess new sections become effective on January 1, 1997, and terminate on
December 31, 2004 (due to inclusion of a sunset provision). The original provisions
-for rescissions under the ICA (2 U.S.C. 681f0) remain in effect.

New Authority. The Line Item Veto Act provides expanded rescission
authority for the President. After signing a bill or joint resolution, the President may
cancel in whole (1) any dollar amount of discretionary budget authority, (2) any item
of new direct spending, and (3) certain limited tax benefits. This authority is
available only when the President signs a bill or joint resolution. It is not available
when the President allows a bill or joint resolution to become iaw without the

CRS Reports are prepared for Hembers and committees of Congress



142

CRS-2

President’s signature or when the President exercises the veto power. [n exercising
authority under the Line Item Veto Act, the President must determine that such
cancellation wiil (1) reduce the federal budget deficit, (2) not impair any essential
government functions, and (3) not harm the national interest. The act requires the
President, in identifying cancellations, to consider legislative wonu and sources
of information referenced in the law. :

Special Messages. The President must notify Congress within five calendar
days (Sundays excluded) after the enactment of the law from which the cancellations
come. For each law from which the President has canceled items, the President shall
transmit a single spscial message to Congress. Each of these special messages from
the President are to be referred to the House and Senate Budget Committees and
other appropriate committees. Such special message to Congress shall specify the
items to be canceled, the reasons for the cancellation, and other consequences and
facts bearing upon the cancellation. Several of these requirements are similar to
those in section 1012 of the Impoundment Control Act of 1974. The new law aiso
requires that, where applicable, the special message identify the specific states and
congressional districts affected by the cancellation, and the total number of
cancellations imposed during the current session on these states and districts. Each
special message must be printed in the first issue of the Federal Register published
after transmittal; the special messages are also printed as House documents.

Impact. The cancellations take effect upon receipt of the special message in the
House and the Senate. "Cancellation” in this ¢ontext means to prevent from having
legal force; in other words, provisions canccled never become effective unless
Congress reverses the action of the President by enacting a "disapproval bill." If a
disapproval bill for the special message is enacted into law, all cancellations
disapproved in that law become nuil and void and the items shall be effective as of
the original date provided in the law to which the cancellation applied.

Coverage of the Item Veto Authority

The Line Item Veto Act not only reverses the burden of action for rescissions,
but also expands the scope of the President’s authority to include three types of
cancellations. In addition to authorizing the President to cancel in whole any dollar
amount of discretionary budget authority (appropriations), the new authority also
covers any item of new direct spending (entitlement), or any limited tax benefit
displaying certain characteristics.

What Can Be Canceled. The act defines the subject matter that can be
canceled. The term "appropriation law” includes any general or special appropriation
statute or any statute making supplemental, deficiency, or continuing
appropristions. The term "dollar amount of discretionary budget authority” does not
include (1) direct spending (existing entitlements), (2) budget authority in an
appropriation law that funds direct spending provided for in other law (some
entitlements are funded in regular appropriations bills), (3) any existing budget
authority rescinded or canceled in an appropristion law, or (4) any restriction,

- condition, or limitation in an appropriation law or the accompanying statement of
or committes reports on: the expenditure of budget authority. The statute

limits the President to cunceling dollar amounts, not the restrictions, conditions, or
limitations that Congress places in an appropriation law. In exercising their
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cancellation authority, Presidents cannot convert a conditional appropriation to an
unconditional appropriation. The cancellation authority applies only to the dollar
amount.

The term "direct spending” means budget authority (other than an appropriation
law), entitlement authority, and the food stamp program. The term “item of new
direct spending” means any specific provision of law that is estimated to result in an
increase in budget authority or outlays for direct spending relative to the most
recent levels calculated by the Office of Management and Budget (OMB) pursuant
to section 257 of the Balanced Budget and Emergency Deficit Control Act of 1985,
as revised.

Canceling Items in Committee Reports. The President is not limited to
dollar amounts identified in a bill or joint resolution. The term "dollar amount of
discretionary budget authority” means (1) the amount specified in an appropriation
law; (2) the entire dollar amount required to be allocated by a specific proviso in an
appropriation law for which a specific dollar figure was not included; (3) any dollar
amount represented separately in any table, chart, or explanatory text included in
the statement 8f managers or the governing committee report accompany such law;
(4) any dollar amount in & law (other than an appropriation law) that mandates the
oxpondimro of funds; and (5) certain procursment items, whether in appropriations
or in authorizations, that mandate the expenditure of funds. Thus, the President
can cancel items that are located not only in law. but in nonstatutory sources such
as committee reports. .

The scope of the President’s discretion, therefore, depends on the level of detail
that Congress chooses to place in committee reports. Because of the potential power
in the item veto statute, these reports may be written to limit or expand presidential
choices, for example, combining an item that the President with one he opposes.
Details (tables, charts, etc.) might be removed from a report and placed on plain
paper, with the understanding that agencies would comply with this nonstatutory
control at the risk of sanctions being imposeed in subsequent legislation. Other types
of legislative strategies could be employed in drafting committee reports and public
laws, done as a conscious effort to direct presidential action.

Limited Tax Benefits. The act defines a "limited tax benefit" as any revenue-
losing provision that provides a federal tax deduction, credit, exclusion, or preference
to 100 or fewer beneficiaries; and any federal tax provision change that provides
temporary or permanent transitional relief for 10 or fewer beneficiaries. The
definition of limited tax benefit does not apply in a number of cases spelled out by
the Line Item Veto Act (110 Stat. 1209).

The statute directs the Joint Committes on Taxation (JCT) to review any
revenue or reconciliation bill or joint resolution that includes any amendment to the
Internal Revenue Code (IRC) that is being prepared by a conference committse. The
JCT must identify any provision that constitutes a "limited tax benefit” as defined
in the Line Item Veto Act and provide the conference committee with a listing of
such provisions or formally certify that the measure contains none. The information
provided by the JCT may be included as a separate section of a bill or joint
resolution. When the JCT list is included in the bill, the President’s cancellation
authority is confined to those limited tax benefits. If a revenue or reconciliation bill
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does not list the limited tax benefits, the President may use the authority granted
in the statute to cancel any limited tax benefit that meets the definition in section
1026. There shall be no judicial review of the congressional identification of a
limited tax benefit in a conference report.

The statute does not appear to give the President any authority to modify or
rewrite limited tax benefit provisions. Such provisions must be canceled in whoie.
As_explained by the Joint Committee on Taxation (JCT) in its draft report of
November 12, 1998, the committee staff "will not consider an item a ‘provision’
uniess it consists of language that can be separately stricken without otherwise
having substantive effect.” According to the JCT report, the President could not
strike language if the remaining language would require modification in order to be
comprehensible. -

The President’s opportunity to cancel limited tax benefits can be broadened or
narrowed by legisiative drafting techniques. It was pointed out during debate that
"any tax lawyer worth his sait can find a few extra people to qualify for the targeted
tax benefits, thereby bringing the number of beneficiaries above 100 and out of range
of rescission authority.” (142 Congressional Record S2961, daily ed. March 27, 1996;
remarks of Senator Byrd). Because of questions about how the statutory language
will be interpreted, concerning limited tax benefits, the JCT is preparing an analysis
of the appropriate procedures to be followed.

"Locking In" Deficit Reduction

The Line Item Veto Act contains a "lockbox" procedure to help insure that any
savings from canceilations go toward deficit reduction. This is accomplished by
binding the new procedures to existing requirements relating to discretionary
spending limits and the pay-as-you-go requirements established in the Budget
Enforcement Act of 1990.

For appropriations, the act requires OMB to (1) estimate the reduction in
federal budget authority and outlays that result from such a cancellation, including
reductions to discretionary spending limits for each fiscal year; (2) estimate the
deficit decrease that will result from such canceilation; and (3) reduce the federal
spending caps by the amount of such estimated budgetary savings (after the
expirstion of the time period for congressional consideration of a disapproval bill,
plus 10 days).

For new sntitlement or other mandatory spending or limited tax benefits, the
lockbox procedure is slightly different. In general, the savings resulting from the
cancellation of direct spending items or tax breaks would not be available to use as
offsets elsewhere. Although OMB must provide an estimate of the deficit decrease
resulting from such cancellations, the amount is not incorporatad into the pay-as-

you-go ledger.

2 The Director of the Congressional Budget Office is aiso required to estimate
savings resulting from each cancellation and then submit an estimate of the
reduction in budget authority and outlsys resulting from a cancellation for each
outyear to the House and Senate Budget Committees.
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Expedited Procedures

Congnu has 30 calendar days of session (only days when both the House and
Senate are in session count), after receipt of a special message, to consider a
disapproval bill under expedited procedures. A disapproval bill (or joint resolution)
must be introduced no later than five days after the special message is received. In
the Senate, even after the 30-day review period, a disapproval bill which began
consideration under the expedited procedures may continue under these procedures,
whereas in the House the expedited procedures no longer will apply after the
expiration of the 30-day period. Generally, only one bill for each special message may
be acted upon uling the expedited floor procedures in the House and Senate.
However, it may be in order in the House to consider a Senate bill covering a special
message, even if the House previously has considered a similar disapproval bill,
provided the House has not already rejected a disapproval bill for the same special

message.

If Congress adjourned sine die at the end of a Congress prior to the expiration
of the 30-day period and a disapproval bill was then pending in either chamber or
a committee thereof (including conference committes), or was pending before the
President, a disapproval bill for the same special message may be introduced within
the first five calendar days of session of the next Congress and the 30-day period
begins on the day the disapproval bill is introduced.

Committes Action. All disapproval bills are to be referred to the appropriate
committee or committees in the House and Senats. Any disapproval bill introduced
in the House must disapprove all the cancellations in the special message to which
it relates. Any House committee receiving a disapproval bill must report it without
amendment, and with or without recommendation, not later than the seventh
calendar day after introduction. If the committee fails to report, a motion is in order
to discharge the committes from further considerstion of the bill. This motion to
disc rarge is highly privileged, and debats on it is limited to one hour.

In the Senate, a disapproval bill may contain any number of the cancellations
included in a single special message from the President. Unlike the House, a Senate
committes may report a disapproval bill with amendments that can delete
cancellations or insert other canceilstions contained in the President's special
message. However, Senate committees are also subject to the reporting deadline of
seven days or automatic discharge occurs, with the bill being placed directly on the
Calendar. When the Senate receives a disapproval bill from the House, it is not
referred to committes, but is placed on the Calendar.

House Floor Action. Various procedural restrictions apply to expedited action.
General debate on a disapproval bill is limited to one hour. No amendment is in
order during floor consideration, except that any Member, if supported by 49 other
Mombers, may offer an amendment striking one or more cancellations from the bill.
Excluding time for recorded votes and quorum calls, the time for consideration of
amendments shall not exceed one hour. The House may consider a Senate-originated
-bill unless it has aiready rejected a disapproval bill for the same special message.

Senate Floor Action. Only one disspproval bill relating to a given special
message is to be considered under expedited procedures in the Senate, but the Senate
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may choose a Senate-originated bill over a House-passed one. The act stipulates a
basic 10-hour overall limit for Senate floor consideration of a disapproval bill. A
single motion to extend debate for no more than five additional hours is in order.
Senate consideration of a message from the House on a disapproval bill is limited to
four hours. Senate amendments, whether offered in committee or on the floor, must
either strike or insert a cancellation that is included in the President’s special
message. A point of order would lie against any amendment offered in the Senate
relating to any other matters, unless waived by a three-fifths vote. Debate on any
Senate floor amendment is limited to one hour.

Conference Action. In the case of disagreement between the two houses with
respect to a disapproval bill, conferees are to be promptly appointed and a conference
promptly convened. Any conference report on a disapproval bill must include all
cancellations in agreement and may include any or all of the cancellations in
disagreement, but may not add any cancellations not committed to the conference.
Debate in the House on the conference report and any amendments in disagreement
is limited to one hour for each. Consideration of the conference report and an;
amendments in disagreement in the Senate is limited to four hours. If Congress fails
to complete action on the disapproval bill within the 30-day period allowed, the items
designated by the President in the special message remain canceled. Ten days after
that period the lock-box mechanfsm goes into effect.

Override Vote. The House-amended version of S. 4 (the line item veto bill
uitimately signed into law), required any veto override vote for a disapproval
measure to occur within five days. However, the public law and the conference report
are silent regarding the procedure to be followed when Congress votes to override
the President’s veto of a bill or joint resolution of disapproval. Under ordinary
circumstances, Congress can schedule an override vote at any time during the two
years of a Congress. Given the purpose of the Line Item Veto Act, it would seem
that Congress would schedule an override vote immediately following the President’s
veto in order to release funds for obligawon by agencies.

Judicial Review

The Line Item Veto Act provides for expedited judicial review to test the
constitutionality of the statute. Any Member of Congrees or any individual
adversely affected by this statute may bring an action in the U.S. District Court for
the District of Columbia for declaratory judgment and injunctive relief on the ground
that any provision of the statute violates the Constitution. Any order of the district
court may be appealed directly to the Supreme Court. It is the duty of the district
court and the Supreme Court to advance on the docket and expedite the disposition
of a legal challenge. A case brought by the National Treasury Empioyees Union,
chailenging the constitutionality of the statute, was dismissed on July 3, 1996, by
a federal judge because the union’s claims were "too speculative and remote” to
confer standing on the plaintiffs. NTEU v. United States, 929 F.Supp. 484, 488
(D.D.C. 1996). Othar legal challenges are expected in 1997,
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Deficit-Reduction Lockbox Proposals:
Summary and Legislative History

Summary

Deficit-reduction Jockbox proposals refer generally to procedures under which
general spending levels used for budget enforcement are reduced to reflect cuts as
they are made in individual appropriations and other spending bills. The various
lockbox proposals range from simple to complex, involving modifications to
Appropriations Committee spending allocations and suballocations, discretionary
spending limits, or a combination of the two. The common aim of these proposals is
to ensure that any deficit reduction achieved in the legislative process, beyond that
already assumed in the budget resolution, is preserved and that the resources “cut”
are not used instead for other purposes that negate the deficit reduction.

Advocates of lockbox proposals believe that the House and Senate should have
tlnoppomxﬁtytomkeadditiondcuuinspa\dinglevdsbeyondmonmmndin
thebudgetrmluﬁonmdthnanhamshpuldbemmeedtomthedeﬁdt.
Byfdﬁngtomthnspmdingwudimﬂyrmhinreducﬁonofthedeﬁd&
Mdiﬁalhmkofdevdopingooaﬁﬁomtoeﬁnﬁmeumecmrymm
breed public cynicism regarding the efficacy of legisiative actions.

Opponents of lockbox legislation.argue that existing enforcement procedures are
sufficient to ensure that appropriations spending is constrained in line with budget
rmmmwmmofawwmwzmmw.
Further, lockbox opponents claim that the procedures may pose an unnecessary
complication of the annual appropriations process, which already is beset with many
mmmmmumm:ﬁmmmm
" and the occurrence of government shutdowns and employee furloughs.

House and Senate consideration of lockbox proposals began in the 103
Congress and has continued through the present. In the 103" Congress, lockbox
1egishﬁonwuimodwedintheﬂomemd$memdwuconﬁd«edhlnﬁnp
by a House subcommittee. In the 104® Congress, several different lockbox proposals
were considered on the House and Senate floor and two were enacted into law (as
pmofaupphmuudwopﬁaﬁommfotﬂl”hndﬂnLineltemVaoAa).
So far during the 105* Congress, one lockbox proposal has been passed by the House
(umumdnﬂtothelmcio:AppropﬁaﬂomAafo:FYl”?).

The -Deficit Reduction Lockbox Act of 1997, HR. 126, a leading lockbox
propoulwwldmeadﬂnquonwmndBudguAatoMshalockbox
mechanism for discretionary spending. Its festures are typical of proposals to
establish an ongoing, broad-based lockbox mechanism. It relies on existing
proceduraund«thebudsamoluﬁonprmmddnnqmprmfor
. enfiorcement. The main festures of the lockbox mechanism proposed by H.R. 126 are
"a“deﬁe‘undnﬁonbckboxledss.‘mﬁm“bydnw«oﬁhecw
BudgaOﬁo&MuaRsmmnde.tlnmdﬁonof:ﬂoaﬁmmdeoaﬁom
ofapptopﬁaﬁom»eudinsund«thebudgumomionmd discretionary spending
limits used in the sequestration process.
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Deficit-Reduction Lockbox Proposals:
Summary and Legislative History

Background

Each year, the House and Senate make decisions regarding the appropriate levels
of discretionary and mandatory spending. Discretionary spendirig, which largely funds
the routine, ongoing operations of federal agencies, is provided in annual
appropriations acts under the jurisdictic n of the House and Senate Appropriations
Committees. Mandatory spending, which principally funds entitlement programs such
as Medicare, federal employee retirement, and unemployment compensation, generaily
stems from permanent, substantive law under the jurisdiction of the legislative
committees. Most mandatory spending is made available sutomatically esch year, but
the House and Senate periodically enact legislation to make changes in such spending
levels.

Existing Budget Enforcement Procedures

Congressional decisions about appropriate spending levels are enforced under
two different sets of enforcement procedures. The Congressional Budget Act of 1974
(P.L. 93-344, as amended) provides for the annual adoption of a budget resolution,
chhmnabhepﬁmfoeruandSmeacdononbudgauylegishﬁm
After Congress has settled on its overall budget policies by adopting a budget
resolution, it implements them by ction on individual spending and revenue measures.

Aggregate spending amounts set forth in the budget resolution are allocated to
thevamuﬂSamemmueawnhpmdwuonowmdappmmmom
and other spending. ﬂleAppropﬁaﬁonsComrﬁtteauerequiredtombaﬂocaethdr
spending by subcommittee; each of the 13 subcommittees reports one of the regular
appropriations bills. A point of order may be raised under the 1974 Congressional
Budgawugainsttheconsideuﬁonofmymmthnwouldauuspmdingto
exceed a subcommittee's suballocation.

The Budget Enforcement Act (BEA) of 1990 (Tite XTI of P.L. 101-508), as
amended most recently by the Budget Enforcement Act of 1997 (Title X of P.L. 10S-
33), establishes a second set of enforcement procedures, known as sequestration.
Under the BEA of 1990, seqtmlﬂonisusedtoeforeediscreﬁomryspendinglim
and s "pay-as-you-go" (PAYGO) requirement. Sequestration involves automatic,
across-the-board reductions in spending if certain budgetary goals are not met. A
- sequester involving the discretionary spending limits, the PAYGO requirement, of
both, generaily would occur within 15 dayuﬁutheendof;congrudomlm
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In the case of discretionary spending, the total amount of annual appropriations
enacted for a fiscal year may not exceed the applicable limit; the yearly limits are
adjusted periodically by the director of the Office of Management and Budget (OMB)
as prescribed by law. The PAYGO process requires that legislation enzcted during
a session affecting mandatory spending or revenues not resuit in a net increase in the
deficit for a fiscal year. The current and future-year effects of PAYGO legisiation are
maintained on a "PAYGO scorecard” and are taken into account when it is
determined whether a PAYGO sequester is required.

Arguments For and Against Lockbox Procedures

Deficit-reduction /ockbox proposals refer to procedures under which general
spending levels used for budget enforcement are reduced to seflect cuts as they are
made in individual appropriations and other spending bills. The various lockbox
proposals range from fairly simple to extremely comple~, involving modifications to
spending limits, or 8 combination of the two. (In some cases, lockbox proposals also
require monitoring of the balances on the PAYGO scorecard.) The common aim of
these proposals is t0 ensure that any deficit reduction achieved in the legisiative
process, beyond that aiready assumed in the budget resolution, is preserved, or
*locked in,"” and that the resources “cut” are not used instead for other purposes that
negate the deficit reduction.

Advocates of lockbox proposals believe that the House and Senate should have
the opportunity to make additional cuts in spending levels beyond those assumed in
the budget resolution and that such cuts should be used to reduce the deficit.' They
express concern that successful efforts to eliminate funding for specific programs in
spending measures during initial floor consideration may not be maintained in
conference. Even maintaining program terminations in conferencs, they assert, does
not necessarily mean that the deficit is reduced by the corresponding amount because
the “savings” often are reallocated elsewhere as additional spending.

By failing to ensure that spending cuts directly resuit in reduction of the deficit,
lockbox advocates argue that existing procedures thwart majority will, undermine the
Mmudmmweﬁmnquhwm
spending, and breed public cynicism regarding the efficacy of legisiative actions.

Opponents of lockbox legisiation argue that existing enforcement procedures are
sufficient to ensure that appropriations spending is constrained in line with budget
resolution policies, particularty the goal of a balanced budget in FY2002 and beyond.
Flexibility should be maintsined to reorder priorities among competing programs so
long as the overall budgetary restraints are met. If spending for & particular program
is cut during consideration of a spending bill, they assert, the House and Senate

! Arguments for and against lockbox propossis are presented in  joint hearing, Lockbox
Deficit Reduction Proposals, held by subcommittees of the House Government Reform and
Oversight Committee and the House Rules Committee on July i1, 1995 (104* Cong., first
session).
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should be able to reallocate those funds to other deserving programs that would have
been funded at higher levels had the overall restraints allowed.

Further. lockbox opponents claim that the procedures may pose an unnecessary
complication of the annual appropriations process, which already is beset with many
delays. A lockbox procedure may contribute to deadlock in the annual appropriations
process, resulting in the tardy enactment of the regular appropriations bills, excessive
reliance on continuing resolutions, and the attendant problems of government
shutdowns and employee furloughs.

Action on Lockbox Proposals: 103rd-105th Congresses

House and Senate consideration of lockbox proposils began in the 1o3~
Congress and has continued through the present. In the 103" Congress. lockbox
IegishﬁonwuhmoducedintheﬂousemdSenﬁundwuconsidereﬂhlhaﬁngs
by a House subcommittee. In the 104* Congress, several different lockbox proposals
were considered on the House and Senate floor and two were enacted into law. So
far during the 105* Congress, one lockbox proposal has been passed by the House.
AcﬁonmpuﬁwlnlockboxnuambisdisaqubdowforuchConm. Figure
1 summarizes House and Senate action on lockbox measures through September 1,
1997.

Figure 1. Congressioasl Action on Lockbox Propossls: 103rd-
105¢th Congresses
Enacted into Law

e P.L. 10419, Emergency Supplemeatal Appropristions aad
Reacissions Act for FY 1993, Sections 2003 and 2004 (109 Swor.
147,

o P.L.104-138 Line em Veio Act, Section 1024 (110 Saar. 1202-
1203). :

Passed by the House Ouly

o HR 1162 (104" Congress), Deficit Raduction Lockbox Act of
1995 (Septamber 13, 1995).

' _ e HR 1137 (166® Coagrem), Labor-HHS-Education
Appeopciations Act foe FY1996, Titde VH (Augest 4, 1993).
o HR 3019 (164" Congrem), Omaibus Consolidated Rescissions
and Appropriations Act for FY1996 (March 7, 1996).

e HR 2107 (168 Congrem), Deparsmemt of lmerios
Appropriations Act for FY 1998, Tite IV Culy 13, 1997).
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103" Congress

In the 103 Congress. concern about appropriations savings came to a head
during consideration in 1993 of some of the regular appropriations acts for FY1994.
In particular, some House Members were concerned that their successful effort to
reduce funding for the Advanced Solid Rocket Motor (ASRM) program during initial
floor action on the VA-HUD Appropriations Act for FY1994 (H.R. 2491) seemed to
be thwarted in conference.? On October 6, 1993, House opponents of the ASRM
pmmfo:udrejecdonofﬁnﬁrﬁmbmvidimforoonﬁdenﬁonofﬂnconfum
report (H.Res. 268), thereby winning important concessions but, in the view of some,
not complete victory.

The final version of the conference report, which was agreed to overwheimingly
by the House on October 19, reduced termination costs for the ASRM program from
$157 million to $100 million, but the $57 million in ASRM savings was used to
pmvidenmﬁmdsformud:omhemﬁonﬂmspmphmmdprominthe
National Science Foundation and the Environmental Protection Agency.’ Thus, the
ASRMoppaminﬂubb\mhadswceededinndudngspmdingfotthepmm
but not in preventing the savings from being used for other purposes. ‘

Duﬁngtkdspaiod,tl\eSemedso*encoumaedsomcommﬁousdebm
regarding the proposed termination of a program. During consideration of the same
bill, Senator Bumpers offered an amendment (no. 905) to reduce funding for the
Space Station in a manner that provided for its eventual elimination. As part of his
amendment, Senator Bumpers also proposed to reduce the discretionary spending
limits for FY 1994-1998 and the allocations to the House and Senate Appropriations
Committees for FY1994 by the amount of savings reflected in his amendment.
Bmhhﬂudedchminproeedudrequimnmmdudnjuﬁsﬁcdonofﬂn
SumeBudgaConmﬁnee,danp«samendeotmﬁﬂywuinviohdonof
Section 306 of the 1974 Congressional Budget Act (and a waiver would have
required the affirmative vote of three-fifths of the Senators). The jurisdictional issue
was avoided as the Senate tabled the Bumpers amendment by & vote of $9-40.*

Dminsdieﬂoflm.sevutldiﬂ'amlockboxproposdsmi:modmedto
MM“M&MWNWMMMWMW
tbeVAaHUDApproprinﬁomA,cundodnnmahppmpﬁaﬁommfotFYlm.
Intheﬂmue.kepmamﬁveCnyo(withdomofeo-spomn)imodtwdH.&

’wwmwumnmmmmcmnmmm
ofl\ult.lm,nmﬂdlsulﬂ;sq'miduaﬁmofh&mmnhnm.'
910 in the Congressional Record of September 21 and 22, 1993, at pages $12114-12127 and
snzlwlzlnmmmammmmmmmu
Congpressional Record of October 6, 1993, at pages H7462-7468; and House agreement to
the conference report in the Congressional Record of October 19, 1993, at pages H8126-
8151

’SahmhoowthnCongnmwdknodof
October 19, 1993, at pages H8134-8135.

+ See discussion in the Congressional Record of Septesnber 20 and 21, 1993, at pages
S 12004-12027 and S 12071-12101, respectively.
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3145 on September 28, which was referred to as the “Make Our Cuts Count”
proposal. In the Senate, Senators Coverdell, Kempthomne, and Hutchison introduced
S. 1514 (the Guaranteed Deficit Reduction Act of 1993) on October 4, and Senators
Shelby and Crnig introduced S. 1594 (the Deficit Reduction Assurance Act of 1993)
on October 27.

Throughout 1994, additional lockbox proposals were introduced. Some
represented refinements of the proposals introduced in 1993, and in some cases
lockbox proposals were incorporated into broader budget process reform proposals.
The lockbox concept was raised during at least one committee hearing in 1994. On
February 24, the Subcommittee on the Legislative Process of the House Rules
Committee received testimony from Representative Crapo, among others.*

hMyu\dAug\mlw,dnHmwﬁduedamoprmrefom
measures under 3 plan developed by the leadership. It passed measures dealing with
expedited rescission procedures, caps on mandatory spending, the trestment of

Some expected the House to consider a measure: dealing with the lockbox
mechanism following its return from the August recess. A member of the Democratic
leadership who had spearheaded the development of the four reform proposals that
the House considered, Representative Sprant, developed his own lockbox proposal
(H.R. 5282, no short title, introduced on October 7, 1994), but the House did not
consider the issue before final adjournment.

Tmmhuhdﬁnmkhdnbbmmﬂkd%?(ﬂubeﬁdtm
Lock Box Act of 1994), introduced by Representative Schumer and others on March
‘16, and H.R. 4434 (the Common Cents Budget Reform Act of 1994), introduced by
chmunﬁveStuﬂnhmdothnonMnynmﬂeﬂdahwithdnlockboxim).

In 1994, other proposals introduced in the Senste included S. 1940 (the
SMWMWWM&I%),MWW«BMQ
onMudan;S.noz(mﬁmﬁde),meySmGrmonJml6;and
S. 2458(tbeCommonCmBudgaRcformAuofl994).i|modmedbySm
Craig and others on September 23. S. 2458 was patterned closely after HR 4434,
but included some modifications. Titke II of S. 2458 dealt with the lockbox issue and
was referred to as the Guaranteed Spending Cut Act of 1994.

TholOSrdeeonchddwithomanycomﬁmemrh&porﬂoot
considerstion of a lockbox proposal.

$ This listing of legisiation containing lockbox proposals is not comprehensive.
°s~mmaus¢mmuu@hﬁnmwumm
Reorganization Act of 1994 (H.R. 3801), pages 35-46
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104th Congress

In the 104* Congress, several different types of lockbox proposals were acted
on by the House and Senate, either during consideration of annual appropriations
measures or of proposals to reform the budget process. Two of these proposals were
enacted into law; three others were passed by the House but were not acted on by the
Senate.

Annual Appropriations Measures. Lockbox proposals were offered to 2
supplemental appropriations bill for FY 1995 and to two regular appropriations bills
for FY1996. The lockbox proposal included in the supplemental appropriations bill
was enacted into law.

Section 2003 of H.R. 1944, the Emergency Supplemental Appropriations and
Rescissions Act for FY1995 (P.L. 104-19, July 27, 1995; 109 Star. 247), required the
OMB director to make downward adjustments in the applicable discretionary
spending limits by the aggregate amount of savings resulting from the act (other than
emergency appropriations).” A related provision, Section 2004, prohibited any
savings from the act from being taken into account for purposes of the PAYGO
scorecard under the BEA of 1990, effectively preventing these savings from being
used to “pay for,” or offset, a tax cut.

On August 4, 1995, the House passed a lockbox proposal as part of HR. 2127,
the Labor-HHS-Education Appropristions Act for FY1996 (ses Title VII). The
proposal, offered by Representative Crapo a3 an amendment on August 2, was agreed
t0 by a vote of 373-52. Representative Crapo based his amendment on a measure he
had introduced several months earlier, the Deficit Reduction Lockbox Act of 1995
(see discussion below). The Senate Appropriations Committee reported H.R. 2127
on September 15 (S.Rept. 104-145) without the lockbox title. The Senate did not act
onHL.R. 2127; instead, appropriations ‘or these agencies were considered as part of
an omnibus appropriations measure, H.R. 3019.

The Omnibus Consolidated Rescissions and Appropristions Act for FY1996,
HR. 3019, provided full-year funding for five of the regular appropristions bills,
including H.R. 2127. The House-passed version of H.R. 3019 included a lockbox
procedure similar to the one the House added to H.R. 2127. The proposal originated
as an amendment offered by Representative Crapo. The House agreed to the
amendment by a vote of 329-80 on March 7, 1996. During Senate consideration of
HR 3019 on March 14, Senator Grams offered an amendment contsining a lockbox
procedure similar to the one proposed by Representative Crapo. However, the
amendment fell on & point of order after s motion to waive section 306 of the 1974

1
. 7 Pursuant 1o this requirement, the OMB director reduced the limit on discretionery
WMBHIMWSlsmthMWMﬂ
outlay limits also were made. See Table 12-1 in the Sequestration Preview Report, Budget
of the United States Government. Fiscal Year 1997. Anaiytical Perspecttves, March 1996,
page 202.
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Congressional Budget Act failed to receive the required three-fifths vote.’
Subsequently, the conference agreement deleted this provision.

Budget Process Reform Measures. A temporary lockbox mechanism was
enacted into law as part of a measure providing the President with “line-item veto®
authority. In addition, the House passed a free-standing lockbox measure.

On April 9, 1996, President Clinton signed the Line Item Veto Act into law as
P.L. 104-130 (110 Star. 1200-1212). The act, which was incorporated into the
Cong«sionllaudgamdhnpoundumuComrolAaofwuuanemeCof
Title&upmddﬂw?nﬁdm‘smhdwtoumdcmﬁnh;dmdmof
legislation passed by Congress, including dollar amounts of discretionary spending,
items of direct spending, and limited tax benefits.

Both chambers had included lockbox festures in the initial item veto legislation.
H.R 2, the Line tem Veto Act, passed the House on February 6, 1995, by a vote of
204-134. Under the act, the President could propose in a special message to
Congmthemdsﬁonofdiscreﬁomryappmpﬁaﬁomonhenpdofms«edm
benefits. Pﬁspropouhwwldbecmlawunlasovmnedbymeithha
certain period. Section 2(b) of the act authorized the President to propose reductions
intheappropﬁ“edimedowybp«ingﬁmm'bymmdmdidnotmm
total rescission proposals.

S. 4, the Separate Enroliment and Line Item Veto Act of 1995, passed the
Senate on March 23, 1995, by a vote of 69-29. The act provided for the separate
enrollment of individual items in annual appropriations acts, and new direct spending
mmmmmmmmmwpﬁmommm
the President. Ewhsepnmelymlledimwﬂdbeconsﬁmwdumindiw
measure that the President could approve or veto under existing authority. Section
SOfdwnmﬁdﬁnMininmahwﬁchmmdamopﬁaﬁomm
or an suthorization act had been vetoed (and the veto had not been overridden), to
re&wedndineﬁomyspendingﬁmitsordn?AYGObahneeuW. The .
Wmdmmummwmwmm
have increased the deficit in each respective year.

As enacted, Section 1024 of the Line Item Veto Act contains & lockbox
mechanism intended to ensure that any savings resulting from the exercise of the item
veto suthority are maintained and are not used to offset other spending. With regard
mmmmom&wummmmymhmm
and reduce the discretionary spending limits by these amounts. Aggregate deficit
mammveommmmmmm«wm
or limited tax benefits, is monitored in PAYGO reports but is not reflected in the
PAYGO scorecard. Cmuﬂy.mydeﬁcitredncﬁonaclﬁevedund«dnlinem
mmmuMmoﬁaPAYGOleﬁdaﬁmummmuﬁdt
Pmadnuund«theLineltanetoAa,indudinstbelockboxmchmm

st the end of 2004.

* See the Congressional Record of March 14, 1996, at pages $2081-52084.
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A stand-alone lockbox proposal, H.R. 1162 (no short title), was introduced by
Representative Crapo and others on March 8, 1995, and referred to the Budget,
Government Reform and Oversight. and Rules Committees. Subcommittees of the
House Rules Committee and the House Govemment Reform and Oversight
Committee held a joint hearing on lockbox proposals on July 11. The House Rules
Committee marked up HR. 1162 on July 20, ordering it favorably reported with
amendments by voice vote (H.Rept. 104-205, Part 1, Deficit Reduction Lockbox Act
of 1993, July 25, 1995). A short title, the Deficit Reduction Lockbox Act of 1995,
was added by one of the amendments. The House passed H.R. 1162 with further
amendments on September 13, by a 364-59 vote. The Senate took no action on the
measure.

105* Congress

On January 7, 1997, Representative Crapo and others introduced H.R. 126, the
Deficit Reduction Lockbox Act of 1997. The bill establishes lockbox procedures
similar to those proposed in HR. 1162 in the 104* Congress. The bill was referred
to the Rules and Budget Committees on January 7, and to the Legislative and Budget
Process Subcommittee of the Rules Committee on February 24.

On July 15, Representative Czapo offered the proposal embodied in H.R. 126 as
an amendment to H.R. 2107, the Department of the Interior and Related Agencies
Appropriations Act for FY1998 (see Title IV).. The amendment was agreed to by a
vote of 314-109 and the House subsequently passed the bill as amended. The Senate
Appropriations Committee reported H.R. 2107 on July 22 (S.Rept. 105-56) without
the lockbonx title; the Senate has not yet considered the bill.

In addition, the Budget Process Reform Act (H.R. 1372), introduced by
Representative Cox and others, includes, among other budget process reforms, a
lockbox procedure to ensure that savings from spending cut amendments are used to
reduce the deficit. The bill was referred to the Rules, Budget, and Appropriations
Committees on April 17.

- While the preceding procedures are intended to apply to spending cut
amendments, lockbox provisions that would apply to specific spending reduction
legisiation have been introduced as well. HR_ 1340, the Corporate Responsibility Act
of 1997, includes a provision (Section 301) which prevents any changes in revenues
or direct spending resulting from the act to be counted for PAYGO purposes. This
bill was refirred to several committees, including the Budget Committee on April 15.
Also, S. 821, which eliminates the automatic cost-of-living pay increases for Members
of Congress, requires that the discretionary spending limits be reduced by the amount
of savings resulting from this act. The bill was referred to the Governmental Affairs
Committee on June 3.
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Features of the Deficit Reduction Lockbox Act of 1997

The Deficit Reduction Lockbox Act of 1997, HR. 126, a leading lockbox
proposal, would amend the 1974 Congressional Budget Act to establish a lockbox
mechanism for discretionary spending. lts features are typical of proposals to
establish an ongoing, broad-based lockbox mechanism. It relies on existing
procedures under the budget resolution process and the sequester process for
enforcement.

There are three main features of the lockbox mechanism proposed by H.R. 126.

First, a "deficit reduction lockbox ledger” is maintained by the director of the
Congressional Budget Office (CBO). The ledger is divided into entries corresponding
zomﬁmwmmmmwmmﬂupﬂaepm
for the House balance (reflecting House passage), the Senate balance (reflecting
Senate passage), and the joint House-Senate balance (reflecting the average of the
other two balances). The CBO director credits amounts equal to the net reductions
in new budget authority and outlays resulting from floor amendments —excluding

ions C¢ i each balance, as appropriate.

Second, the spending ions to the Appropriations Commi and the

ions made by each toits i made annually under
thlﬂlcwmmtmmﬁtmhﬁgﬁmhﬁm)m
Mdownwﬂmmnniuﬂyuponmmﬁﬁnaofmmwmejoimﬂm
Senate balance (i.e., before conference action).

Third, the final appropriations measure for a fiscal year, cither a regulsr
appmpﬁuﬁomworlm-yurwnﬁmingmhnﬁonmsefonhﬂumm
equaltohmofmejoimﬂwse-s:meh&bmbmbywmm
aimmmmmmmmummum. The
reductions sre made automatically by the OMB director upon enactment of the final

appropriationis measure.

In addition to these main elements, the bill requires that a running tally be
L e L ideration of appropriations blls, showing the
mmmwp-mﬁwmmmmmmmmm
information be inchuded in periodic CBO scorekeeping reports.
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Summary

Mhmmwhﬂymdrﬁwﬁh

. occur and the fosiough of federsl employess: would be avaided (or ¢ Jeast severely
' lmioed)

}. uumum‘m-mmumm-.
asendenent 1 2 seppleneotsl sppropristions bill (LR, 1468 The proposal would bave
gwmmhmmﬂlwm-lm
lmnmmhu President Cliston vescod HR. 1469 ca Ame 9, 1997, in
ip.h-. objecsed 10 the inchision of the ACR provisioa. A sbsequest

The routine activities of most federal agencies are funded by means of annual
appropriations provided in one or more of the 13 regular sppropriation bills. Funds are

CRS Reports are prepared for Members and committees of Congress
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provided on a fiscal year cycle that runs from October 1 through September 30. (For
example, FY 1998 begins on October 1, 1997, and ends on September 30, 1998)

Over the past several decades, the timing patterns for congressional action on regular
appropriation bills have varied considerably, but tardy enactment has been a persistent
problem. During the period running from FY1952 through FY1997 (covering 46 fiscal
years), there have been only four instances in which all of the reguiar appropriation acts
were enacted on time (FY 1977, 1989, 1995, and 1997).' In 17 cases, none of the regular
appropriation bills was enacted by the start of the fiscal year.

When action on the regular appropriation bills is delayed, Congress turns to a
continuing resolution (CR) to provide interim funding.> The CR is so named because it
provides continuing appropriations in the form of a joint resolution. (Occasionally,
however, continuing appropriations are provided in bill form.) CRs usually fund activities
unde- a formula-type approach which provides spending at a restricted level, such as the
lesser of the amount passed by the House or the Senate in appropriation bills not ready for
transmittal to the President. In many instances, the amount of funding available for
particular activities is increased when the reguiar appropriation bill is subsequently
enacted. Congress is not bound by these conventions in determining funding levels,
however, and there have been many variations in practice in recent CRs. Further, CRs
umaﬂydonmdbwmwwﬁviﬁawbeiniﬁned—ﬁmdingiuvﬁhbleomyfoncuviﬁu
conducted during the past year — and existing conditions and limitations on program

Dt:ﬁngﬂnwywpsiodcitedlbove,cmhavebmmedformhufwﬁsal
years (FY1953, 1989, 1995, and 1997)." In most years, more than one CR was needed
uCongeuworkedtocomplaewﬁonoadwregdu;ppropﬁaﬁonbiﬂs, The number of
CRs enacted during the period ranged from zero to six, except for FY1996, when 14
separate measures providing continuing appropriations were enacted.* In some years,
espedtﬂychninst!ul980:,theﬁndCRpmvidedﬁmdingforomormoftbemgmu
appropriation bills for the remainder of the fiscal year.

The Antideficiency Act (31 U.S.C. 1341-1342, 1511-1519) generally bars agencies

from continued operstion in the absence of appropriations. Exceptions are made under

‘Fmﬁ'ﬁummmmwmm:ﬁmwbﬁmn
for FY1977, necessitating the enactment of continuing appropristions that year.

’F«MW&MCMMWW Continuing
Appropriations Acts: Brief Overview of Recert Practices, by Edward Davis, CRS Report 95-992
GOV, Sepsetaber 22, 1995, 6 pages.

’mwmthl”BMMMNMMM
of the fiscal vear on July 1, 1952, no continuing appropristions were provided. Section 1414 of
P.L. 82-547 (July 15, 1952), a suppiemental appropristions measure for FY1953, resolved
4 See the following two reports of the Congressional Research Service: (1) Conrinuing
Approprianions Acts: Summary Data for Fiscal Years 1977-1995, by Edward Davis and Robert
Keith, CRS Report 95-78 GOV, December 30, 1994, 5 pages; and (2) FY1996 Continuing
Resolutions: List of Measures. Chronology. Citations, by Sandy Stroeter, CRS Report 96-652
GOV, July 25, 1996, S pages.
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the act for activities invoiving "the safety of human life or the protection of property.* The
interval during the fiscal year when agency appropriations are not enacted into law, either
in the form of a regular appropriation act or a CR, is referred to as a funding gap.
Although funding gaps may occur on October 1, at the beginning of the fiscal year, they
may occur any time a CR expires and another CR (or the regular appropriation bill) is not
enacted immediately thereafter. Also, more than one funding gap may occur for a fiscal
year. -

In 1980 and 1981, Artorney General Benjamin Civiletti issued opinions clarifying the
need for federal agencies to begin terminating regular activities immediately upon the
occurrence of a funding gap. Consequently, when a funding gap occurs, the federal
government begins a shutdown of the affected agencies. A shutdown entails the prompt
furlough of non-emergency personnel’ and curtailment of agency activities, including the
provision of most services to the public.® The general practice of the federal government
over the years has been to pay furloughed employees, after the shutdown has ended, for
time missed, even whe:. no work was performed.

DunngtanlﬁsalymfromFYl977thrwghFYl997 there were 17 funding
gaps.” The gaps ranged in durstion from one day to three weeks. Six of the seven
lengthiest funding gaps, lasting between 8 and 17 days, occurred between FY1977 and
FY1980, before the Civiletti opinions were issued. After the issuance of these opinions,
the durstion of funding gaps shortenéd considerably (ranging from one to three days, with
the longer gaps occurring over the weekend). However, & six-day and & three-week
funding gap for FY1996 occurred between mid-November of 1995 and early January of
1996, due to unusuaily difficult and protracted negotiations between the President and
Congress over appropriations issues.

Automatic Continuing Resolution

Extensive reliance on CRs, and the occurrence of funding gaps and federal
government shutdowns, have been persistent festures of the annual appropristions process.
Proposais have been made from time to time over the years to alieviate these problems by
establishing an automatic continuing resolution (ACR).* The common feature of these

$ Uneil recently, such personnsl were usually referred to as "noo-essential,” but this term has
cume to be regarded as demeaning.
¢ Ses the Congrossional Research Service report: Shusdown of the Federal Government:
Effocts an the Federal Workforce and Other Sectors, by James P. McGrath, CRS Report 95-906
GOV, updated August 13, 1997, 3S pages.
7 For information on thoss occurrences, see the following Congressional Research Service
report: Conrireang Resolutions and Funding Gape: Selected Dasa for Fiscal Years 1977-1995,
WIMM“MMCRSW”MGOV September 25, 1995, 9 pages.
Also, ses the /995 Congressional Quarterly Aimanac, "Government Shuts Down Twice Dus to
_ Lack of Funding,” pages 11-3 through 11-6.
9 See, for example, the report of the General Accounting Office, Funding Gape Jeopardizse
Federal Government Operations (PAD-81-31), March 3, 1981; the print of the Houss Government

Operations Commitoe, Reform of the Federal Budget Process: An Analysis of Major Proposals,
(continued...)
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proposals is the establishment of a mechanism to ensure a failback source of funding for
activities, at a restricted level, in the event the timely enactment of appropriations is
disrupted. The funding would become available automaticaily and remain available as
needed so that a funding gap would not occur and the furlough of federal employees
would be avoided (or at least severely limited).

The two major variables in the design of an automatic continuing resolution are
funding level and duration. With regard to funding level, most ACR proposals would set
ﬁmdingformenewﬁwdyeuanlevdmwiththemeofopenﬁomfortheprior
fiscal year or some percentage of that rate. This would allow agencies to continue
operating at close to the "status quo,” without prejudging which programs should be
increased or scaled back. On the issue of duration, ACR proposals range from providing
continuing appropriations for a short interval, like a month, to the full fiscal year, or even
mdeﬁmdy(wdmmmngappropmuonswmﬂdbeoomeawﬂzblemomcaﬂyyw
after year as needed).

Proponents of ACR proposals identify several categories of problems that could, they
assert, be avoided if funding gaps and the ensuing federal government shutdowns were not
allowed to occur. First, shutdowns may incur.significant costs to the federal government
for various reasons, including program inefficiencies that arise from the disruption and
ﬁmnmhngpaymstofed«demployeaaﬁsdnslmdownhnmded.foupmod
when work was not performed. If tiie siatdown is fairly large in scale, as occurted in late
1995 and early 1996, the cost to the federal government runs into hundreds of millions of
dollars. In addition, federal employees themseives may have to contend with delayed or
reduced paychecks, the interruption of official travel, and similar problems.

Second, shutdowns may incur significant costs to private sector entities that have
business arrangements with the federal government or otherwise are closely aligned with
federal activities. A lengthy shutdown may impede the timely payment of federal
contractors, for example. Less directly, businesses dependent on federally-sponsored
mwmmhnhmdsaﬁmmnmmmwmomlpmm
monuments, may suffer economic losses when these facilities shut down.

Mmmwtbmmofmwpmmbmﬁmamd
the general public. Certain benefit payments, involving such programs as veterans’
assistance and Medicare payments to health maintenance organizations, may not be paid
when a shutdown lasts for any significant period. Citizens intending to travel overseas
may not be abie to obtain passport services; tourists making long-planned vacations may
be barred from entry st many-public sites.

Fourth; many ACR proponents belicve that shutdowns create a strong, negative
perception regarding the ability of elected officials to govern effectively and that the onus
falls principally on Congress rather than the President.

‘i .continued)
June Im(pnﬂﬁh.udbm&hhm Affhirs Commitwee, Proposed
Budget Reforms: A Critical Analysis. April 1988 (pages 32-38).
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Finally, mAC&mﬂnwewofsome.mypromotemumosph«enduendofﬂn
session more conducive to the constructive resolution of negotiations over legislation.
Toooﬁen.duyumthecnmmsphmmoundmgﬁmdmgwhtemdnyw
pressures Members into accepting less-than-desirable solutions to break legislative
impasses.

The major concern of opponents of ACR proposals is that they could serve as a
disincentive to enact the regular appropriation bills in a timely manner, or even at ail. By
knowing that a “fail-safe” funding mechanism in the form of an ACR exists, which would
prevent the disruption from a governmemt shutdown, negotiations over annual
approptmcwldsbwdowncomdmblyudxﬂ'erentsduseemadvmgemuhng
more time to pursue their goals. [f negotiations extended weeks past the beginning of the
fiscal year without clear signs of impending agreement, an acceptance of the status quo,
or something near to it, and adjournment might be the most appealing option to many at
that time. In this view, an ACR, therefore, could offer Congress a convenient “escape
hatch” from a difficult situation when time has run out.

Further, ACR critics maintain that supporters of reduced funding levels for anmual
appropristions might very well see thwarting action on the regular appropriation bills (at
least those that would increase spending) as an important means of achieving their goal.
Aﬁmdmgfonmhsetnnhlowuthnloo”mofdnpmrywslevdprobtbly
would encourage a congressional Msjority to seek enactment of the regular bills; but the
98-percent or 100-percent formula may be seen by many as an adequate funding level
given the commitment to balance the budget.” Reliance upon an ACR could allow
Congress to achieve this goal without actually taking any “tough votes™ to cut
discretionary spending significantly.

thlly }hcdnefdnwb_wktoafomﬂs—bcndapprouch..‘oppomsofmACR

weighed according to various criteria. All Members have an opportunity to take part in
this process at some level. Resort to a formula-based approach, however, treats all items
the same. Programs in need of significant increases are treated in the same manner as
programs thet can be cut significantly, if not eliminated altogether. From this perspective,
when Members are denied the opportunity to influence outcomes for particular programs,
they may not be held as clearly accountable for them.

Curreat Proposals

So far during the 105* Congress, the House and Senate have acted on an ACR
MMnWWWwaWlM The
* appropristions measure, which did not contain an ACR provision, was enacted into law
(P.L. 105-18).
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The Senate initiated consideration of the supplemental appropriation bill, S. 672. An
ACR provision, pegged at 98-percent of the prior year's funding level and effective for the
duration of FY 1998, was included in the bill as developed in the Senate Appropriations
Committee.’ The provision was sponsored by Senators John McCain and Kay Bailey
Hutchison and was based upon a free-standing ACR proposal they had introduced earlier,
S. 547. Pursuant to the provision, the 98-percent funding level could remain in effect for
as long as the entire fiscal year, but would have no effect beyond FY1998. Several
provisions, dealing with such matters as the terms and conditions, coverage, and charging
of expenditures under continuing appropriations also were included in the proposal; these
provisions essentially were “boilerplate” fram recent continuing resolutions. According
to Senators McCain and Hutchison, the funding formula—98 percent of the prior year’s
level—was consistent with past budget resolution policy aimed at balancing the budget by
FY2002. Accordingly, if circumstances dictated that the funding formula remain in effect
for all programs during the entire fiscal year, that action would not undermine balanced-
budget efforts.

An unsuccessful motion to strike the provision was made in committee by Senator
Robert Byrd. On May S, during Senate consideration of S. 672, Senator Byrd again
offered an amendment (¥59) to strike the provision from the bill. During discussion of the
pmpoaLSmnorMeCdnobtﬁnedunnnhnmuconmxomodifytbeprovision,niﬁng
the funding formula from 98 percent to 100 percenit. He explained that the recent budget
wmﬁmwhichpmvidedformodwinamindisamym\din&mm
the adjustment reasonable. The Byrd amendment was tabled the next day by a vote of 55-
45 and the modified provision was retained in the bill.

The House considered its version of the supplemental appropristions measure, HR.
1469, on May 15. Representative George Gekas offered an amendment (#7) proposing
an ACR that was identical to the Senate provision. The Gekas amendment was adopted
by the House by a vote of 227-197.

TheACRpropoulupundbybothdnﬂauemdSmwincmdedintheﬁnﬂ
version of HR. 1469 (as Title [X), which passed both chambers on June $.' Presideat
Clinton vetoed the measure on June 9, citing several objections to the measure, the first
being the inclusion of the ACR proposal. He indicated that the ACR, if it funded all
appropﬁniomforthemﬁmﬁscdyw.wwldreaminﬁmdinglwdssubiﬂionbdow
the levels contained in the budget agreement he had reached eartier with Congress."!

In the House, measures dealing with the issue of an ACR include: HR. 638 and HR.
1916 (Gekas), HR. 987 (J. Peterson), H.R. 1372 (Cox), H.R. 1785 (Kleczka), and HR.
1912 (T. Davis). ACR proposals in the Senste include S. 228 and S. 547 (McCain) and
S. 396 (Mikuiski).

% See Title VIL, the Governmens Shutdown Prevention Act, oo pages 81-85 of S. 672 as
 reportad o April 30, 1997 (S.Rept. 105-16).
10 Seg the confarence report on H.R. 1469 (H.Rept. 105-119, June 4, 1997), pages 6769
* (legislative text) and 125 (brief explanation).
11 For the text of the President's veto message, soc the Congressional Record of June 10,
1997,amwoss-u;mmu'wmmmnmﬂummwmm
. Homepage (http:/www.whitchouse.gov).
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The Senate’s Byrd Rule Against Extraneous Matter in
Reconciliation Measures

Summary

Reconciliation is a procedure under the Congressional Budget Act of 1974 by
which Congress implements budget resolution policies affecting mainly permanent
spending and revenue programs. The principal focus in the reconciliation process has
been deficit reduction, but in recent years reconciliation has encompassed revenue
reduction. Although reconciliation is an optional procedure, it has been used most
years since its first use in 1980.

During the first several years' experience with reconciliation, the legislation
contained many provisions that were extraneous to the purpose of impiementing
budget resolution policies. The reconciliation submissions of committees included
such things as provisions that had no budgetary effect, that increased spending or
reduced revenues when the reconciliation instructions called for reduced spending or
increased revenues, or that violated another committee’s jurisdiction.

In 1985, the Senate adopted the Byrd Rule (named after its principal sponsor,
Senator Robert C. Byrd) on a tempaorary basis as a means of curbing these practices.
The Byrd Rule has been extended and modified several times over the years. In 1990,
the Byrd Rule was incorporated into the Congressional Budget Act of 1974 as
Section 313 and made permanent (2{/.5.C. 644).

A Senator opposed to the inclusion of extraneous maiter in reconciliation
legisiation may offer an amendment (or a motion to recommit the measure with
instructions) that strikes such provisions from the legislation, or, under the Byrd Rule,
a Senator may raise a point of order against such matter. In general, a point of order
authorized under the Byrd Rule may be raised in order to strike extraneous matter
already in the bill as reported or discharged (or in the conference report), or to
prevent the incorporation of extraneous matter through the adoption of amendments
or motions. A motion to waive the Byrd Rule, or to sustain an appeal of the ruling
of the Chair on a point of order raised under the Byrd Rule, requires the affirmative
vote of three-fifths of the membership (60 Senators if no seats are vacant).

mBythubprovidasb(deﬂtidmofwimcomitumexumumerfor
purposes of the rule (and several exceptions thereto), but the term is generally
described as covering provisions unrelated to the deficit reduction goals of the
reconcﬂuuon process.

The Byrd Rule has applied to 10 reconciliation measures considered by the
Senate from 198$ through 1997. In 36 of the 46 actions involving the Byrd Rule,
opponents were able to strike extraneous matter from legisiation (17 cases) or bar the
comdumonofmunmdmeu(ﬁm)bymsmgpomsoford« Seven

. of 33 motions to waive the Byrd Rule, in order to retain or add extraneous matter,

were successful. The Byrd Rule has been used only three times (twice in 1993 and
once in 1995) during consideration of a conference report on a reconciliation
measure.
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The Senate’s Byrd Rule Against Extraneous
Matter in Reconciliation Measures

Introduction

Reconciliation is a process established under Section 310 of the Congressional
Budget Act of 1974 (P.L. 93-344), as amended. The purpose of reconciliation is to
change substantive law so that revenue and mandatory spending levels are brought
into line with budget resolution policies. Reconciliation generally has been used to
reduce the deficit through spending reductions or revenue increases, or 2 combination
of the two. In recent years, however, the reconciliation process also has encompassed
revenue reductions as an element in overall deficit-reduction plans.

Reconciliation is a two-step process. Under the first step, reconciliation
instructions are included in the budget resolutian, directing one or more committees
in each House to develop legislation that changes spending or revenues (or both) by
the amounts specified in the budget resolution. If more than one committee in each
House is given instructions, each instructed committee submits reconciliation
legisiation to its respective Budget Committee, which incorporates all submissions,
without any substantive revision, into a single, omnibus budget reconciliation
measure. With one exception,' reconciliation always has been applied to multiple
committees and involved omnibus legisiation.

Under the second step, the omnibus budget reconciliation measure is considered
in the House and Senate under expedited procedures (for example, debate time in the
Senate on a reconciliation measure is limited to 20 hours and amendments must be
germane). The process culminates with enactment of the measure, thus putting the
policies of the budget resolution into effect.

Reconcilistion, which was first used by Congress in 1980, is an optional
procedure, but it has been used in most years. During the first several years’
experience with reconciliation, the legisiation contained many provisions that were
extraneous to the purpose of reducing the deficit. The reconcilistion submissions of
committees included such things as provisions that had no budgetary effect, that
increased spending or reduced revenues, or that violated another committee’s
jurisdiction.

' See the discussion of Senate action oa H.R. 5559 in footnote 10 on page 9.
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In 1985, the Senate adopted the Byrd Rule (named after its principal sponsor.
Senator Robert C. Byrd) as a means of curbing these practices. The Byrd Rule has
been modified several times over the years.

The purpose of this report is to briefly recount the iegisiative history of the Byrd
Rule, summarize its current features, and describe its implementation from its
inception through the present.
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Legislative History of the Byrd Rule

During the first five years that the Byrd Rule was in effect, from fate 1985 until
late 1990, it consisted of two separate components — (1) a provision in statute
applying to initial Senate consideration of reconciliation measures. and (2) a Senate
resolution extending application of portions of the statutory provision to conference
reports and amendments between the two Houses. Several modifications were made
to the Byrd Rule in 1986 and 1987, including extending its expiration date from
January 2, 1987, to January 2. 1988. and then to September 30, 1992, but the two
separate components of the rule were preserved. In 1990, these components were
merged together and made permanent when they were incorporated into the
Congressional Budget Act (CBA) of 1974 as Section 313. There have been no
further changes in the Byrd Rule since 1990. -

The Byrd Rule originated on October 24, 1985, when Senator Robert C. Byrd,
on behalf of himself and others, offered Amendment No. 878 (as modified) to S.
1730, the Consolidated Omnibus Budget Reconciliation Act (COBRA) of 1985.% The
Senate adopted the amendment by a voté of 96-0.> In this form, the Byrd Rule
applied to initial Senate consideration of reconciliation measures.

Senator Byrd explained that the basic purposes of the amendment were to
protect the effectiveness of the reconciliation process (by excluding extraneous matter
that often provoked controversy without aiding deficit reduction efforts) and to
preserve the deliberative character of the Senate (by excluding from consideration
under expedited procedures legislative matters not central to deficit reduction that
should be debated under regular procedures). He opened his remarks by stating:

... we are in the process now of secing . . . the Pandora’s box which has
been opened to the abuse of the reconciliation process. That process was never
mean to be used as it is being used. There are 122 items in the reconciliation ball
that are extraneous. Henceforth, if the majority on a committee should wish to
include m reconciliation recommendations to the Budget Committee any measure,
no matter how controversial, it can be brought to the Senate under an ironclad
bult-in time agreement that limits debate. plus time on amendments and motions,
to no more than 20 hours.

It was never forescen that the Budget Reform Act would be used in that way.

So if the budget reform process is going to be preserved, and more
impostantly if we are going to preserve the deliberative process in this U.S. Senate

* For a detailed legisiative history of the Byrd Rule, see the following print of the Senate
Budget Committee: Budget Process Law Annotated—[993 Edition, by William G. Dauster,
103® Congress, 1* Session. S. Prt. 10349, October 1993, notes on pages 229-246.

3 The Senate's consideration of and vote on the amendment occurred on pages $14032-
$14038 of the Congressional Record of October 24, 1985.
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— which 1s the outstanding. unique clement with respect to the U'S. Senate. action
must be taken now to stop this abuse of the budget process.*

The Byrd amendment was included in modified form in COBRA of 1985 (P L.
99-272), which was not enacted into law until April 7, 1986, as Section 20001 (100
Star. 390-391). The Byrd Rule, in this form, thus became effective on April 7. As
originally framed, the Byrd Ruie was set to expire on January 2, 1987.

Over the years, the Senate has expanded and revised the Byrd Rule through the
adoption of two resolutions and the inclusion of provisions in three laws. Figure 1
lists the laws and resolutions that have established and amended the Byrd Rule.

Figure 1. Laws and Resolutions Establishing

and Amending the Byrd Rule

P.L. 99-272, Consolidated Omnibus
Budget Reconcilistion Act of 1985, Section
2001 (100 Stat. 390-391), April 7, 1986.

S.Res. 286 (99* Congress, 1* Session),
December 19, 1985, . :
S.Res. 509 (99" Congress, 2* Session),
October 16, 1986. . ’

PL. 99509, Omnbus Budget
Reconciliation Act of 1986, Section 7006 (100
Stat. 1949-1950), October 21, 1986.

P.L. 106-119, Increasing the Statutory
Limit on the Public Debt, Section 305 (101
Stat. 784-785), September 29, 1987.

PL 101-508, Omnibus Budget
Reconcilistion Act of 1990, Section 13214
(104 Stat. 1388-621 through 1388-623),
November $, 1990.

On December 19, 1985,
the Senate adopted by voice
vote a resolution (S.Res. 286),
sponsored by Senator Alan
Simpson and others, that
extended the application of
portions of the statutory
provision to conference reports
and amendments between the
two Houses. Because the
enactment of COBRA of 1985
was delayed until early 1986,
the portion of the Byrd Rule
dealing with conference reports

. became effective first. The

provisions of S.Res. 286 were
set to expire on the same date as
the provision in COBRA of

.1985 (January 2, 1987).

In the following year, the
Senate was involved in two
actions affecting the Byrd Rule.
First, the Senate adopted S.Res.
509 by voice vote on October

16, 1986. The measure, offered by Senator Alan Simpson and others, modified
S.Res. 283 in a technical fashion. Second, the Omnibus Budget Reconciliation Act
of 1986 was enacted into law, as P.L. 99-509, on October 21, 1986. Section 7006
of the law made several minor changes in the Byrd Rule and extended its expiration
date by one year — until January 2, 1988.

* See the remarks of Senator Robert C. Byrd on page $14032 of the Congressional
Record of October 24, 1985.
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Further changes in the Byrd Rule were made in 1987. These changes were
included in a measure increasing the statutory limit on the public debt, modifying
procedures under the Gramm-Rudman-Hoilings Act. and making other budget
process changes (P.L. 100-119, signed into law on September 29; see Title [I (Budget
Process Reform)). Section 205 of the law added an item to the list of definitions of
extraneous matter in the Byrd Rule and extended its expiration until September 30,
1992.

Finally, Congress and the President agreed to further modifications of the budget
process by enacting the Budget Enforcement Act of 1990 (Title XIII of the Omnibus
Budget Reconciliation Act of 1990). Section 13214 of the law made significant
revisions to the Byrd Rule and incorporated it (as permanent law) into the CBA of
1974 as Section 313 (2 U.S.C. 644).
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Current Features of the Byrd Rule

A Senator opposed to the inclusion of extraneous matter in reconciliation
legislation has two principal options for dealing with the problem. First, a Senator
may offer an amendment (or a motion to recommit the measure with instructions) that

_strikes such provisions from the legislation. Second, under the Byrd Rule, a Senator
may raise a point of order against extraneous matter.

The Byrd Rule is a relatively complex rule’ that applies to two types of
reconciliation measures considered pursuant to Section 310 of the CBA of 1974 —
reconciliation bills and reconciliation resolutions.® (The practice of the House and
Senate has been to consider only reconciliation bills.) Further, it establishes a point
of order in two subsections ((a) and (d)) and sets forth procedures to be implemented
in the event of z success‘ul point of order in three subsections ((a), (c), and (d)).’

In general, a point of order authorized under the Byrd Rule may be raised in
order to strike extraneous matter aiready in the bill as reported or discharged (or in
the conference report), or to prevent the incorporation of extraneous matter through
the adopuon of amendments or motions. A point of order may be raised against a
single provision or two or more provisions (as designated by title or section number,
or by page and line number), and may be raised against a single amendment or two
or more amendments. The Chair gay sustain a point of order as to all of the
provisions (or amendments) or only some of them.

Once material has been stricken from reconciliation legislation under the Byrd
Rule, it may not be offered again as an amendment.

. A motion to waive the Byrd Rule, or to sustain an appeal of the ruling of the
Chair on a point of order raised under the Byrd Rule, requires the affirmative vote of
three-fifths of the membership (60 Senators if no seats are vacant).® A single waiver

* Some of the complexities of the Byrd Rule are examined in: (1) Riddick's Senate
Procedure (S.Doc. 101-28, 101* Congress, 2 Session, 1992), by Floyd M. Riddick and Alan
S. Frumin, on pages 624-626; and (2) Budget Process Law Annotated— 1993 Edition, by
William G. Dsuster, op. cit., beginning on page 198.

¢ Part of the Byrd Rule, Section 313(a), also applies to reconciliation measures
considered pursuant to Section 258C of the GRH Act. This section, which so far has never
been invoked, provides for the consideration of reconciliation legislation in the fall in order to
Mﬁnﬂmd‘mﬂmuwhnwwmhm-
as-you-go or the deficit targets. All of the reconciliation measures considered by
the Senate thus far have originated pursuant to Section 310 of the CBA of 1974.

? Due to a drafting error, the Byrd Rule contains two subsections (¢). The first deals
with a list of extranecus matters that must be submitted for the record by the Senate Budget
" Commuttee when a reconciliation measure (or conference report thereon) is considered. The
second deals with Senate action o a conference report or amendment between the Houses.

! In the Senate, most points of order under the Congressional Budget Act require a three-
(continued...)
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motion can: (1) apply to the Byrd Rule as well as other provisions of the
Congressional Budger Act. (2) involve multiple as well as single provisions or
amendments. (3) extend (for specified language) through consideration of the
conference report as well as initial consideration of the measure or amendment; and
(4) be made prior to the raising of a point of order, thus making the point of order
moot.

When a reconciliation measure, or a conference report thereon, is considered,
the Senate Budget Committee must submit for the record a list of potentially
extraneous matter included therein. This list is advisory, however, and does not bind
the Chair in ruling on points of order.

Determinations of budgetary levels for purposes of enforcing the Byrd Rule are
made by the Senate Budget Committee. ’

Definitions of Extraneous Matter

Subsection (b)(1) of the Byrd Rule provides definitions of what constitutes
extraneous matter for purposes of the rule. The Senate Budget Committee, in its
report on the budget resolution for fiscal year 1994, noted:

‘Extraneous’ is a term of art. Broadly speaking, the rule prohibits
inclusion in reconcilistion of matter unrelated to the deficit reduction goals
of the reconciliation process.’” -

A provision is considered to be extraneous if it falls under one or more of the
following six definitions:

(1) it does not produce a change in outlays or revenues,

(2) it produces an outlay increase or revenue decrease when the instructed
committee is not in compliance with its instructions;

(3) it is outside of the jurisdiction of the committee that submitted the title
or provision for inclusion in the reconciliation measure,

(4) it produces a change in outlays or revenues which is merely incidental
to the non-budgetary components of the provision,

*(_..continued)

fifths vote of the membership to waive. Most of these three-fifths waivers, including waivers
of the Byrd Rule, are temporary and scheduled to expire at the end of fiscal year 1998. Title
XVI (Budget Enforcement) of HR. 2014, the Revenue Reconciliation Act of 1997, as passed
- by the Senate, would extend these provisions through fiscal year 2002.

% See the report of the Senate Budget Committee to accompany S.Con.Res. 18,
Concurrent Resolution on the Budget, FY 1994 (S.Rept. 103-19, March 12, 1993), at page
49
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(5) it would increase the deficit for a fiscal year beyond those covered by
the reconciliation measure: and

(6) it recommends changes in Social Security.

The last definition complements a ban in Section 310(g) of the CBA of 1974
against considering any reconciliation legislation that contains recommendations
pertaining to the Social Security. For purposes of these provisions, Social Security
1s considered to include the Old-Age. Survivors, and Disability Insurance (OASDI)
program established under Title II of the Social Security Act; it does not include
Medicare or other programs established as part of that act.

Exceptions to the Definition of Extraneous Matter

Subsection (b)2) of the Byrd Rule provides th 1 a Senate-originated provision
that does not produce a change in outlays or revenues shall not be considered
extraneous if the Chairman and Ranking Minority Members of the Budget Committee
and the committee reporting the provision certify that —

o the provision mitigates direct effects .clearly attributable to a provision
changing outlays or revefiues and both provisions together produce a net
reduction in the deficit; or

o the provision will (or is likely to) reduce outlays or increase revenues: (1) in
one or more fiscal years beyond those covered by the reconcilistion measure;
(2)onthebmsofnewregulmom,wmmhngsonpa\dmglegislnion,or
relationships between economic indices and stipulsted statutory triggers
pertaining to the provision; or (3) but relisbie estimates cannot be made due
to insufficient data.

Additionally, under subsection (b)(1)(A), a provision that does not change
outlays or revenues in the net, but which includes outlay decreases or revenue
increases that exactly offset outlay increases or revenue decreases, is not considered
to be extraneous.

The full text of the Byrd Rule in its current form is provided in Appendix A.
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Implementation of the Byrd Rule

Congress and the President have considered 15 omnibus reconciliation measures
(as shown in Table 1) between calendar year 1980, when the reconciliation process
was first used, and the present.'® Twelve of these measures were enacted into law,
one (the Balanced Budget Act of 1995) was vetoed by President Clinton, and two
presently are being considered by the House and Senate. The Byrd Rule was fully in
effect during the consideration of 9 of these 15 measures, beginning with the Omnibus
Budget Reconciliation Act of 1986. In late 1985 and early 1986, the portion of the
Byrd Rule dealing with conference reports and amendments between the two Houses
was in effect during the consideration of a tenth reconciliation measure (the
Consolidated Omnibus Budget Reconciliation Act of 1985), but.no actions were taken
under the rule. The Byrd Rule had not been established when the first five
reconciliation bills were considered.

In total, there have been 46 actions involving points of order or waiver motions
(or both) under the Byrd Rule." (A point of order can be raised under the Byrd Rule
without a waiver motion being offered: conversely, a waiver motion can be offered
without a point of order having been raised.) Forty-five points of order were raised
and 33 waiver motions were offered in these 46 cases. In one instance, a point of
order was not raised because a waiver motion previously had been offered and
approved, thus making the point of order moot.

% The Senate also considered two measures linked 1> the reconciliation process. On
December 15. 1975, the Senate considered, amended, ana passed H.R. 5559, the Revenue
Adjustment Act of 1975, which reduced revenues by about $6.4 billion pursuant to a budget
resolution instruction. The measure was not regarded as a reconciliation bill when it was
considered by the House; the President vetoed the measure fater in the year and the House
sustained his veto. See the remarks of Senator Russeil Long and the Presiding Officer on page
40540 and the remarks of Senator Edmund Muskie and others on pages 4054440550 mn the
Congressional Record of December 15, 1975, regarding the status of H.R. 5559 as a

The Deficit Reduction Act of 1984 (P.L. 98-369) was regarded as a reconciliation bill when
it was considered in the House, but was stripped of that classification when it was considered
in the Senate (in April and May of 1984).

'! The Byrd Rule is only one of many point-of-order provisions in Titles I and IV of
the Congressional Budget Act of 1974, as amended (2 U.S.C. 644). [n some instances, poimts
of order or waiver motions are made under the Act by general reference only (such as a
Senator raising a point of order “‘under Title LI of the Act”) rather than by specific reference
10 the provision(s) imvolved. When only general references are made, it usuaily is impossible

" to determine (by reference to debate in the Congressional Record alone) which provision of
the Act is involved. Consequently, this report reflects only those instances when specific
reference was made to Section 313 of the Act or to the Byrd Rule and may undercount
somewhat the actual number of actions involving the rule.
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On the whole, actions under the Byrd Rule have occurred more frequently in
recent years and opponents of extraneous matter in reconciliation legislation have
used the Byrd Rule successfully ‘> Table 2 shows that a total of 9 actions occurred
during the first five years in which reconciliation legislation was considered (1985,
1986, 1987, 1989, and 1990), compared to 37 actions for the last four years (1993,
1995, 1996, and 1997). Further, of the 46 total actions pertaining to the Byrd Rule,
36 involved actions that resulted in extraneous matter being stricken or barred while
10 involved actions that resulted in such matter being retained or added. (In the 36
actions in which points of order were invoked successfully, the opponents were able
to strike extraneous matter from the legislation in 17 cases and bar the consideration
of extraneous amendments in 19 cases.)

Table 2. Summary of Actions Under the Byrd Rule

Actioas to strike | Actious to retain
or bar or add
extraneous extraneous ' Total

Year matter ’ matter actions
198$ i 0 . 0 0
1986 1 1 2
1987 0. 1 1
1989 0 0 0
1990 5 1 6
1993 ) 2 7
1995 A 0 8
1996 5 1 6
1997 12 4 16
Total 36 10 46

Table 3, at the end of this section, provides more detailed information on actions
involving points of order and waiver motions made under the Byrd Rule from 198$
through 1997 (for 1997, the table does not yet include Senate action on the
conferencg reports on the two reconciliation bills).

Only 7 of the 33 motions to waive the Byrd Rule to permit the inclusion of
extraneous matter were successful. Six of these motions were used to protect
committee-reported language in the bill; only one of 19 motions to protect a floor
amendment was successful.

2 1t is difficult, if not impossible, to accurately determine the deterrent effect of the Byrd
Rule, so this aspect is not addressed in this report.
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The 7 successful waivers exceeded the required 60-vote threshold by an average
margin of 17 votes, while the 26 unsuccessful motions to waive the Byrd Rule fell
short of the threshold by an average of 13 votes. Eleven of the 26 unsuccessful
motions garrered more than a majority of 51 votes, but tess than the required 60.

The Byrd Rule has been used primarily during initial consideration of a
recongciliation measure. It was invoked only three times — twice in 1993 and once
in 1995 — during consideration of a conference report. In 1993, two points of order
against matter characterized as extraneous in a conference report were rejected by the
Chair. In both instances, the Chair’s ruling was upheld upon appeal. The two
motions to appeal the Chair’s rulings were defeated by identical votes, 43-57. In
1995, two sections were stricken from a conference report and the two chambers had
to resolve the final differences with a further amendment between them.

In many instances, a point of order was raised against muitiple provisions,
sections, or titles of the bill, sometimes covering a variety of different topics. In a few
cases, the Chair ruled that most, but not ail, of the provisions violated the Byrd Rule.

Five of the six definitions of extraneousness (the exception being recommending
changes in Social Security) have been cited as bases for invoking the Byrd Rule. The
most common basis for a point of erder has been that the provision or amendment did
not change outlays or revenues.

No actions involving the Byrd Rule occurred in 1989, in large part because the
Senate leadership chose to use an amendment rather than the Byrd Rule to deal with
extraneous matter in the bill. On October 13, 1989, during consideration of the
Omnibus Budget Reconciliation of 1989, the Senate adopted Mitchell Amendment
No. 1004 by voice vote. The amendment struck extraneous matter from the bill; its
stated plt;lrpose was “to strike all matter from the bill that does not reduce the
deficit.”

In 1993, the stringent application of the Byrd Rule by the Senate significantly
influenced the final shape of the reconciliation act. Although the Byrd Rule has many
advocates in the House and Senate, its use that year also engendered much
controversy between the two Houses.

The House considered its version of the Omnibus Budget Reconciliation Act of
1993, H.R. 2264, on May 27. The Senate considered its version, S. 1134, on June
23 and June 24 (after completing consideration of S. 1134, the Senate amended and
passed H.R. 2264 for purposes of conference with the House). Senator Pete
Domenici; Ranking Minority Member of the Senate Budget Committee, inserted a list
of potentially extraneous matters included in S. 1134 in the Congressional Record of
June 24 (at page S 7984).'* The list identified more than a dozen sections in five titles

'3 See the Congressional Record of October 13, 1989, at page $13349. The Senate
-leadership used an amendment for similar purposes during consideration of the Omnibus
Budget Reconciliation Act of 1981.

" This requirement was added by Section 13214 of the Omnibus Budget Reconciliation
(continued...)
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of the bill as possibly being in violation of the Byrd Rule. specifically Section
313(bX1XA) (i.e., producing no change in outlays or revenues).

At tl.e House-Senate conference stage, the Senate leadership directed the
Parliamentarian and Senate Budget Committee staff to thoroughly review the
legislation to identify any provisions originating in the House or Senate that might
violate the Byrd Rule.'® As a result of this review, many provisions were deleted from
the legislation in conference.

During Senate consideration of the conference report, Senator James Sasser,
Chairman of the Senate Budget Committee, discussed this process:

. with regard to the Byrd Rule, we worked very hard.and very faithfully
overapmodofwdloveram&mmovuﬂmbnntotrvwchn&md
remove items that might be subject to the Byrd rule.

As the distinguished ranking member indicated, I think over 150 items were
mvdmmemomﬂmmmmuwf&muy
wouldbembjealodleayldmlc .

lwmmdwmwmldmwmdldou
blame them because there wefe a aumber of things that were pulled out of this
budget reconciliation thet had been voted on and passed by large majorities in both
houses. But simply because they, violated the Byrd rule. we had to go to the
chairmen of the appropriate House commitsces and tell them they had to come out.
They simply did not understand it. [ think it made them perhaps have a little less
high esteem for some of us here in the Senate . . . In the final analysis, their
lwummeammwnmamm
come out.'*

During House consideration of the conference report, several Democratic
Members criticized the Byrd Rule and discussed its impact on the legislation. For
example, Representative Dan Rostenkowski, Chairmen of the House Ways and Means -
Committee, stated:

... L also have 10 express my grave concems regarding the other body's s0-
called Byrd rule. As a result of this procedural rule, policies that would have

14(....continued)
Act of 1990. Consequently, its first application was to consideration of the Ommnibus Budget
Reconciliation Act of 1993.

' See the discussion of “Preemptive Editing of the Conference Report™ in Budger
Process Law Annotated— 1993 Edition, by William G. Dauster, op. cit., at pages 245-246.
Also, see: (1) Richard E. Coben, Running Up Against the “Byrd Rule,” National Journal,
September 4, 1993, page 2151; (2) George Hager, The Byrd Rule: Not an Easy Call,
Congressional Quarterly Weekly Report, July 31, 1993, page 2027. and (3) Mary Jacoby,
-Senste Partiamentarian Purges Budget Bill of Measures That Could Violate Byrd Rule, Rol/
Call, August 5, 1993, page 9.

16 See the remarks of Senasor Sasser in the Congressional Record of August 6, 1993 at
page $10662.
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significantly improved the Medicare Program could not even be considered. Over
80 pages of statutory language were stripped out of the Medicare utle. Staff
wasted countless hours. scrutiuzing every line to ensure that there is nothing that
would upset our friends at the other end of the Capitol. Even more absurd is the
fact that most of the items stripped were minor and technical provisions that
received bipartisan support when they passed both the House and the Senate last
vear.

1 hope that Members on both sides of the aisle share my grave concerns
about how this rule has been used. and its impact on reconciliation. [ sincerely
hope that this rule will be reconsidered before we ever return to the reconciliation

process again.'’

Controversy over the Byrd Rule persisted during late 1993 and into 1994. The
Joint Committee on the Organization of Congress, co-chaired by Representative Lee
Hamilton and Senator David Boren, was slated to make recommendations on
congressional reform, including changes in the budget process, in December of 1993.

jve Martin Olav Sabo, Chairman of the House Budget Committee, wrote
to Co-Chair Hamilton in October, telling him that “widespread use {of the Byrd Rule]
this year was extremely destructive and bodés ill for the reconciliation process in the
future.” Further, he stated that “the use of mechanisms like the Byrd Rule greatly
distorts the belance of power between the two bodies” and that strict enforcement of
the Byrd Rule “re(iuires that too much power be delegated to unelected employees
of the Congress.™"

Chairman Sabo attached two Budget Committee staff documents to his letter:
(1) & 29-page listing of reconciliation provisions “dropped or modified” in conference
in order to comply with the Byrd Rule, and (2) a 3-page statement identifying specific
pmblammsdbymenue(includingtbuagﬁnnindndhgmdndnﬁomuving
in reconciliation, the forcing of piecemeal legisistion, incentives to use
counterproductive drafting techniques to mitigate effects, and a bar against provisions
achieving savings or promoting efficiency when the Congressional Budget Office was
unable to assign particular savings to them).

The Senate Members of the Joint Committee on the Organization of Congress
recommended in their final report that a provisioa clasifying “that the ‘Byrd Rule’ is
permanent, applies to conference reports, requires sixty votes to waive, and applies
toomwm!”beimludedinubfoadnfmmbiﬂ." Legislation embodying

17 Seer the remarks of Representative Rostenkowski in the Congressional Record of
August S, 1993 at page H6126. He discusses specific programs dropped from the conference
report becauss of the Byrd Rule at page H6124. Also, see the remarks that same day of
Representatives de la Garza (s page H6143), Vento (at page H6235), and Stenholm (at page
H6257). .

1* { etter from Representative Martin Olav Sabo to Representative Lee H. Hamilton,
October 26, 1993, 2 pages.

¥ See Organization of the Congress: Final Report of the Senate Members of the Joint
Committee on the Organization of Congress, Sen. Rept. 103-215, Vol. I, December 1993,
pages 14 and 15.
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the Senate recommendations (S. 1824) was introduced on February 3, 1994 (the
recommendation pertaining to the Byrd Rule was set forth in Section 312 of the bill).
The House Members of the Joint Committee did not include any recommendations
regarding the Byrd Rule in their report or legisiation (H.R. 3801, also introduced on
February 3. 1994).

The day after the two reform bills were introduced, the chairmen of 15 House
committees wrote to Speaker Tom Foley. They urged him to meet with Senate
Majority Leader George Mitchell in order to get Section 312 of S. 1824, dealing with
the Byrd Rule, removed from the reform package.”

On July 19, 1994, Chairman Sabo introduced H.R. 4780. The bill would have
amended the Congressional Budget Act of 1974 to make the Byrd Rule “applicable
to the Senate only,” chiefly by removing references to conference reports in Section
313 of the Act.

None of the three bills cited above were acted upon before the 103rd Congress
adjourned. .

® The letter is discussed in: Karen Foerstel, Byrd Rule War Erupts Once Again, Roi/
Call, February 24, 1994, pageés | and 13.

31 See the following article for a discussion of the Sabo bill: Mary Jacoby, Sabo Bill
Would Kill Byrd Rule For Good, Roll Cail, July 25, 1994, page 12.



(shmompuswry )0 wonmsIpwe) Jog of
{4
(9%61 ‘61 1aqundag) worpmeun! s 79{ ‘d pwe °) um
W4 §1-6L ‘Porcxddy  sorpowsas At prey wesBoig s.ommmo0 Jpng ‘191 ‘d-1 3 ‘6¢| SBeq
souendwod
(9861 ‘61 Jrqundsg) 1 700 0RO
UMOMIS UOHOS poureIsng 19-2¢ ‘porooloy suresSosd woneAsssuo) . UM Sseasom AepmQ €0¥ VON0S

soday 30m39Ne)) 10 g Wes 4 (SJuermaesd I|NS 0L
9861 J0 DY FONTIRININY KEpag snqruewmQ ‘T

184

[rqeondde yu}
(shmowpurmy jo worespreno)) seg o),
) fouou)
Medayg 2263524w0)) 20 g Wes 4 (sIeNIALg IMNG O],
s SS61 10 1OV RONUIINGINY REpag SRQIE( PIISPReEES) °|

33pa0 jo ymed » HOYJOm SoAte M smem 1fqng cPpiojoroed ¢ 59920 30 Jwed
Jo wonsodng Jo ueeg Jo 190

1(L661 YBnosy] 5861 S182 X supude) Jursano))
ANY pa4g 3298096 ) 39pun) SUONDY JO JUNSr] ¢ AQEL

LI-SWO




185

fauou)

(shwompsawy Jo wonusaprswe)) seg of

[2vou)

uoday 30w1u0)) J0 Y WO (s)orsAcIg IMNG 0
» 6861 J0 1OV BonivINEY 198pRg snqrumQ) °p

09Z1 N

NOWPUNTY URIEIN) pue
‘6ST1 "ON Xwpuawy
umeqassey] ‘p¢71 ON

Ipastes suou| £1-18 ‘parosddy {sxdor snowea]  [pond jou siseq oyraods) RRWPUIUIY 40()-piAg
(s)rompuiwy jo wonesprwe)) g o
(suou]
ueday 2782399800 30 Iy Wes 4 (SleeIAesg IMNS 0],
) LSG1 Jo Y -._..ro..ss. 198png saqramq ¢
23pso go ywed » HOTIOW SIATEA sanem 19(qeg ¢ 2P0 Jo ymped « 59940 30 Jmod
Jo wornsodny

Jo mevg .38.._3

81-S¥O




186

punyg
1501 Kemyfing o (speosyres

(0661 ‘81 399010) VO SIXE) UEY) 1MO) SINEY oy SO 6€0€
113} WpUMUE ‘poureisng Zs-8b ‘powoloy 1010w poseasdw e Jo nsodsq  Joskepmo moRrmp oN  ON MowpuAY sunuds
wNsAs oveImsu
paseq-ysu dopasp 0
(0661 ‘81 15G010) (2104) vorresodso)) sowesnsug SO ST0€
11 FIMUpUIWIE pUNeIsng M0A 20104 ‘porsaloy nsodaq) [e29p24 JzUOYINY 10 SATINO W SBURYP ON  ON WRUPUARYIY ureyesn)
’ (S)mowmpuowry jo wonsIprsuc)) seg o)
sonent
porep pre ‘sons podure
sygen Kpsuop yBiy ‘sonunas
. uresfosd waarosdun
0661 ‘|1 399013Q) podsre vo suonreun $onUOA (poyrpow
" 16-69 ‘Parosddy  *Aomod a510u votresae [euorreN 30 sKepno w dBueyd ON se) g opnqns ‘111 2L
oy
(0661 ‘21 33q01Q), o 153504 [ewoneN sseduog SHMIAN
UMIUIS SUOIIODS 'pouneIsng ON S w aquin Jo u.-:wu?-nr 0 uau_ﬂa w g ON 91 0-£00P SRS
sonpeusd (VHSO) syuoduoo ArexSpng 81 2w ‘6101 472
(0661 ‘31 1990100) vONENSTUNUPY Yied]  -Uou o) [EREpom Aplow | ‘giq] 'd pue ‘6| un
usouls sumsirosd ‘poutersng MON pue K1o5eg fevonrednoog soSueyp Kreppng  “g01 ‘d-g om) ‘L10} 3ed
(0661 L1 $3q000) SITELS UMY SpUTY vorwpsuni
UIYIUNS UOYIISQNS “PARIBISTG 2WON KemyBin jo woumorpoddy §,991URI0O IPISING (NsopL woNdg
-.968- Wy 20 g !h A.ISE s oy
0661 )0 1Y -3!..888- 1ipng snqiemQ m
23pa0 Jo yuod , WONIOW JIATE M smem 10iqeg . ¢ $9pae Jo yued ¢ $3p20 30 yurod
Jo uornsedniq Jo suvg R

61-S¥D

d




187

(€661 9 1nfiny) SIINPIRy MW suouodwod Kreplipng

LS-Eb ‘P13 . stRreRn g1 vo siwsunsinbas  -uot 01 [ENEPIOW AR
fpns s ey ) eadde o1 votopy 104 MWON  JUIU0O INSANOP JO worlisodur] sofueyp ArepoSipng (e)901 1 vonx®sg
syuodurod
. ArexBpng-uou o) (1o Anmoog
(€661 ‘9 18nfiny) Temaptow Apaow soBueyd  [€1905 A JO §761 WONDOS
LS-€b ‘paoofay : Arepfipng ‘sonuoass mau e ped ur Susodosd)
Aupru s ren ) eadde o) uonop a4 ;oN SUOTEZIMWUR POOYPINY) 10 SAEINO W ABurew ON (Q)1£9¢ 1 uonog
(9) pue (q) ‘(Z(®)T528
uoNag pue (1Y Aunxg
[€1205 ) Jo (ZXR01T
0 PUe 9O 7 SUOIIDIS Mdu
(€661 ‘b7 unf) sprepuers soredasd wings ..y somA2)  ped w Sursodosd) (e)gogL
; UMPIS suoisirod 150w pourersng JUON  pue SuOTIEZIUNUMN POOYPIY) 10 sAepno m 38uep oN UONDG ‘1R, UONNS
SIUIRN0D
(€661 ‘vz 2unp) 900 W JuouLoy pmoss SN
UMNINIS UOIIISQNS ‘poureIsng 09-8¢ ‘pM1ohy MNAOQ JO SN [B1215UNU0)) 0 sAepIno w FBueyd oN (3)01 1 voog

Hoday 3383194w0)) 10 I WO (s)womIACLg TRAIS 0]
]
£661 19 12V RONTIIOINOIYY 13Spng mqinm() °9

13pao jo ymod » UOIIOW J2AIB M 2w 12iqeg ¢ 29p10 Jo ymod ¢ S3pae jo ymod
Jo uonsodniq Jonmeg 10 19iq0

02-S¥D d




188

(S661 'LT +2901P0)

lrq w

pourewns gy ‘suorsiaoxd ¢ isuede
POUIRISHS 10U “UINIHIIS DIOM YOIYM

{uuoyas sreypom qim Ajurennsd

NG 371 Jo M

‘suosstaosd gp suele pourersng 9p-£ 5 ‘poriry furpeap ‘sodoy snouea) pomd saseq snowsea) snowrea n suoisiaoad 6
preomon
(5661 ‘LT 19590100) 9pun suonsoqe jo Surpury $INTIAY
UDJIIIS VONOSQNS “pouteIsng strss paolny  qerpay o o isefle seg 0 skepno m sBuwp oN (®)161L vonxs
(5661 ‘LT 37q010) Apqriine SIMIAS
UIRMIIS UOHIIS "pouneIsng WON arepapy Jo 3fe o Fusiey 10 sepno w SBunp oN (TATA o
Hoday 338253gwe)) 10 Jug We.§ (SJONIASAY MNS 01,
S661 J0 17V 1lpag porusreg L
(€661 ‘b7 Junf) SRNOWS WY SIMDAN Lss
1Y) MMupuUSUIe *poUtEISNG SS-gp ‘poroaboy wmaITCeu! JO UOTRIOISTY sjosfeprom sBuep oN  ON NRWPIUTY URLRID
N sunmpuadxs xe) pue .
(€661 ‘$T 2ung) suoryeudoxdde 10) woumsmbas SIMMIOAIS ws
1Y uMupuure ‘poureIsng SH-gs ‘paroolay nounord seredsg 0 skepnom SBre o “oN ewpwoary Aopperg
$661
Ad yiinonp Snpudds snsowop
(€661 ‘p7 2umf) PUe ‘TEUOITEWONN ‘IFUASD SAHMDA ¥¥S ON NOUpIWY
119 ruawpUIUE ‘pourelsng Sh-g£5 ‘Powofay  uo sded Areuoniosp puoixg 10 skeqmo w e oN WM/ 1UWO()

.i%!:a!l.ua._ oL
PINUNIVOd — n&_%s<§=a§t-s-la_-lo ‘9

sapa0 jo ywod
Jo uornsodaiq

, Bonom AM

snem 1nigeg

¢ 19pae Jo ymed
Jomseg

1 49920 )0 ymed
1o 0lq0

1Z-S40




189

vonesiio

(5661 LT $790PQ) BONENION001 8O NEUSS
7y RIOWPUBUTE ‘pOUTEISS Ts-Ly ‘Porofay W I1GAP UD I M) eI
sBoaws

: 1fipnq se sores soeve Jo
a-%fuo?_?:oaz.g%m

(5661 LT 1590100) xe1 ey @ BnpreBa

) UNUPUITE “poUreISng ‘pooafyy.  areuds g Jo dsus Bssandug
KAuadosd

povodun o) aqeEIquUIE

suone0d10 uBtaso) poyronuod

661 ‘97 379000 JO W0 UO SIPIOYOrEYS
UMIPUOUTE PRI Z6-Lp parofoy 'S’ J0j [easagap Bupug

MDA P67 ON
10 skeymo in sfuep oy wwpuowry ueBsog/pIAg

SN 220¢
30 sAepno w1 3Bueyp o “ON MwPpuIwy sedumg

SINDADS 9867 ON Roumptury

10 sAepno w Jfweyd oN Paytpo sor0dg
LL6

fpon 10u siseq syrods]  “oN WwOwpErY weRsoQ

(sysmpeawy jo wormsaprmo) ;g o)




190

(9661 ‘€T Ainp)

1'q 3y Ut pouTewss UL0J AWM prre
Yoym ‘uorsiaod | isurele pouresns suresSoxd vonunnN py) pue
100 “(1Q M) WOLJ UMOLIS DIIM YITHM - ‘goum] jooys ‘duwers poog 11'q 39 JO $M
‘suoisiaosd |z isuefe poureisng MON ap Sapoaur sordoy snorrep [pon> saseq snowea] snouea w suorsiacad 77
(9661 ‘€2 AIp) suresSosd SONUIBATS
uans voisiaod “pourersng 9t-7s ‘poriy TONEINPI URNISGY 10 seymo m sBueyd oN 6067 BONOS
9661 ‘€T 4D - . sreaud 10 aqEILIEP $IMINN
([EX] 2£-L9 ‘Pororddy £q popraosd $201A108 [erd0g 20 sKeIN0 U1 Barep ON #017 wonos
(onresse Snaod supuey
(9661 ‘€T SInf) 01 WOoQq BIIPIYD J0j ueEIsISEE SIMNY
uoyIINS voisioid poutersng LS-Tp ‘Powolay  Yseo revonppe ou) ded Ajureg 10 skepno w aBuweqo oN (ZN®)R0p voreg
w7

oy ‘ggy ‘d-gf M ‘7LL

sowendwoo  3Bed ‘(Y Amog [ed0§

(9661 ‘1 Anp) pury euqum 1 308 JOTHURE0D A1 JO [ [§] WONRS Mou

umss vorsiaoid ‘pourersng uoN rewsuyddng prespopy oM seeasom AepnQ  ® Sunsodoad) €767 WONS

Hodayj 33654W)) 10 Rl WeL] (S)EemASig PRNS O],
' .
9661 J0 1Y vonemIReIry Anumpsedd() o pue Anpqsnedsay [vuetsng °g

13pa0 Jo yutod » HOTIOW JIA8 M aanew 1igng ¢ 3910 30 ymed 1 2920 Jo ymed
Jo uornsodnq Jo neeg » 90

£2-S¥0 '




191

(uondo0sd Bumypiq
(L661 ‘ST 2unf) poouereq) uresSosd 3010y SMDA

P L£-79 ‘Porosddy PO e Jo wounsiqersg 10 skepino w aBueyd o 100§ vONRS

(L661 ‘57 wunp) vorpwpsund 1365

UMDUIS SUOIIIAS ‘PoUITISNG oN (sdoy snowrea] $,301MRIOD IPISING PR ‘EERS ‘C LS SUONIIS

Preowop

23pun SUOTIOGE Jo Suwpury SINUDAS

{umespyns 1api10 Jo nod) WON  [e19p3) JO 98N ) ;sureBe seg 10 sAepno m SBuwp oN (@N®)61p61 voNXS
(wesSoig suwodwod KrepSpng
(L661 ‘5T Wmp) [umerpgm WD) YPOM-OLUGYPN)  -U0u OF [ERDPIN ARasou

ums voisiaoxd ‘porersng vonow 19A1em} Amqidiys oumgonry soBueyo LrepBpng 78S WON0g
(L661 ‘pZ 2un() . Anpqidip $INUA

o4 R¢€-79 ‘panosddy arepo jo ofle op Fnsrey 1o skeymo wr FBueyod oN 1196 BoNg

uoday 2382134w0)) 10 g Wi (s)womACLg PRI O],
L661 J0 1>V 133png parueey ‘g

s150nbau 19ATEM ULIOJOI ATEFjIM
21e15 JO [eacsdde aunsud prnoys
(9661 ‘61 Ap) NIpisaIg 1 ey ss2:8u0) SOMIDAS $16¢ 'ON WRIpURIY
11} Juawpusure ‘poureisng £-5S ‘Prdly Josuss aqy Buissndxy 10 skepno m SBwwp oN PIYIPO IS

* (s)wampuamy jo worusIpIIwe)) s9g O ‘
]
PIMUNUOD — 9661 JO 1OV BoNNIIN0IIY Kpunprodd oM pun Omarswedsay vwosing g

13pa0 jo ynod » UOTIOm IAIE AL J1vm 12fqng ¢ 43P0 Jo yured ¢ 33P0 )0 ymod
Jo uonsodnq Jonsvg Jo0ia0

L
¥T-SAD




(L661 LT Wunf) SN
0,

12-LL ‘Porosddy  Surpury pres soBudssed Anoso 30 sKeyno w S oN (P)Z0L wonxs
(L661 ‘97 oung) |umespynm ULOJII RIIURLIAOL) SONUIAII
UIRNINS VOIS ‘pouersng uonow saarem| sIqumio)) jo pusiq 10 skepno vy 3wy oN 709 YonRg

uoday 33wAsNw0)) 10 g WO (SOIRIACIY IMNS O
LEET JO 1OV RONTIINEINY INUIAYY ‘O

192

(L661 ‘5T Wmp) . WD JO § Wed AP

L
117 WUMUPUMUE poUTEISNS 79-%¢ ‘porfy 01 sagsures) rerporo] {pow> sseqou]  “oN wwpuSUrY Apooy
SUOIONISI AQ POIINCO
(L661 ‘5T 20mp) . . 250 puodaq sexk [eosy 06y
119} Wawpuowre ‘poureisng  [G-€b ‘paroakry suresfloxd uwoy reapmg ™ NOYSp W OFENU]  ON RIUpUSIY Apamoy
werfoxd
sorure.§ APION] 10§ INNEIISFY
Aresodu] np ropun
AWATIOR YoM B S€ PORmoo
(L661 ‘ST 2unp) 3q 01 Surnes; [euoireInpd — 4 14
117} Judwpuswe ponersng Stss “‘poroofoy fevonedos fumoly 10 sKepno m SBuwp oN ‘ON WERUPUIUIY WAY]
(Sheswpmowmy jo wenusipwue)) mgel -
N '
. pomnod — Lg61 JO IV REpuy poweeg ‘¢
33p20 jo ymod » HOIOW JIATE M sanve 1fgqug ¢« 5990 g0 jmed « P20 )0 ymed

Jo wornrodaiq Jo mreg 10 30iq0




193

‘ay
Pr4g M1 01 10 1DV M) JO ¢ | § HONIOS 0) HPl SPM JOUIIP23 PIOAS BIYM SIOUMSHE I90Y) K[UO SKOY QM AP *Auonhosuo]) PINJOATH ST 10V Y JO WOSTACK tONgM (WO P02y
frHOIaIRun, ) M) 1N SEGOP 0F 20U 4Q) WILIP 0) Jgqrssochu s1 Kjjensn 1 ‘Spew are SOUAP [esoudd AJU0 UM POAIOAI (S)n0ISIAOID ) OF 30uAsa5as S Aq Uey)
INATS 1OV ) JO [1) ANL 19pun_ 5opo Jo nnod e Fursies sopnag k sk yons) Ao 30UI3J0I [RIFUIT £Q 15V ) 2IPUM IPND L SUONIOM 1IATEM 10 JIPIO JO Sutod ‘SI0UNISUI 208
WLV HLIO AT PUR T SOJNL uF Suots1103d 1apso-jo-urod Kurwn 35 5L (+49 L )'S7) 7) PopuTe Se ‘PL61 J0 1Y PAPNG jruorssaufuo)) 1 0 ¢ ¢ UONNOS ST Ay PIkg M|

Bo1Npay
L661 “L7 ump) WIY3P J0 Xe) 0] S{fEIPIM SIMMAL 11
11 Tuupuwe poureisng L€ Py MUDAI AININY JO UOKIBAIISIY 10 sAepino n sfreyo ON “ON NERUPUOWTY urRpERIQY
(L661 ‘Lz oumf) sampaoord SINUIAIS

1) wawpusure poureisng 16 ‘poaiay  wounolojue pApnq poovereg 10 skepno m oBuep ON [ L6 'ON MEwPESIY ySUy

(L661 “LT dunp) saunpasosd SINUIAI! 0LS 'ON Fwpuury

117) WMupumre *poureisng €L Py uousssop Rpng poouereg  Jo sAepno i 3Bueyd o oM/ equvosg
sosearom Smpuods
Kroyepuews 305 Aed 0y sosEIIIN

(L661 ‘L7 2unp) ' ey futsn ysurefe ssa00xd $INUIND) 69

1) wowpuNUE “pourersng R6-TF PR PEPNQ DDAV W UONGMOIY 30 sKeRno W afiveyd o "ON Mwpuwy Sres)

v spuey
+ [€39poy ureno yo opes woy

{L661 ‘LT 2uny) ’ _ $9ntAd1 “‘s3sodind plpnq S
113} uMupue “poneisng 76-R¥ ‘Ppxafay  10) ‘Fuusoos wsurefle vomquosg fpow mseq ou]  “oN mEOWPUSUIY sodumng
(L661 ‘LT 2ump) sunpaooad SIMBAN 99¢
117 Wawpuatue ‘pourersng E9LE Pl wawodtojud pipnq pooweieg M0 SAETNO M IBUEPO ON ON USWPUIETY URIrRIn)
(Sheampurmy jo wormsiprme) svg o,
'
PINUNLOD — LGEY JO PV WUNTININEINY INWINIY ‘01
23ps0 jo ymod » VOO JIATR A nnvm 19lqgeg ¢ 19pJo j0 yused ¢ J3pae jo ymod
Jo vonsodng Jo seg %90

97-S¥O




194

"PY AUNog (91505 271 §0 901 7 WoN0ag mou ¢ Sursodoad (e)g0gz BONSS J0 Led e wmESe pouTEISes 100 sEM P30 JO Mrod ),

3

, (opeci M m

“6R6 ui.uobow 93) poumssaiSuo, ) N) 938)  NYIP M) 30Mpal 10U S0P W) iglalliu!usuliggﬂ 71 3 WO NN INOOSEITED YORNS
a._s.. UE ML JM0A IN0A 4G FOOT 'ON TUOPUTEY |[2GOV Podope HeudS ) | azggl_gggésggi. 1 39000 40

9T 3q) JOPUT BIYE) AIIM FVONIE ON 'S361 !giilgiggggg

_.... s10da3 0uFB00 Yim Fupesp omy PiAg ) 10 vorLod N A0 ‘ORI ‘SB61 ‘61 3IGW0( B0 FUNUTEIQ PALITIOD ‘WONIY) SIMOR] OM) NI KIMNIQ TRNBPEIIE Pue
61 40V ..898:&2«855%%8:.5928328 1831 FAI091)0 e30q Spodor 308ARN0D Yim Fuseap Ay PiAg 2w Jo vorksod I ‘9861 AL W PakERp SEM

5: % o,:.. AR ) a..aom .88: 1 941 UI0M IO SIUXTPLIURE PE TI0A2I JOWFVOO OF S861 JO VHEOO B gg%%zilg
o B;o! s_oms. 1 J5QUIOQ UQ "SANSEIN BOTIJENIOIAS JO UOIIRIIPISIIOD MRUIS [Wiver o) poridde optny PIAG 1 ‘warog swy) up pordope NS g1
VHEON ¢ 3.885.&15 SNQIILIO) POtPPIioSH0) ) 03 Sy PiAg i Fururerneo uuspusmte ue PO pIig usdn,!..um n! { ‘¥Z POOVO U0

*¥00M 33p30 30 wod on Seren
SM) ‘P10 JO U ..x_ © Jo Surstes o o4 Joud apewn og () poe !%533!3%3'.!'%%!3331:*3
pour 8&5 v._ (£) ‘sunmpusuie Bm..ea:n&o_ 1S 52 |1om se diignun 2Ag0A8E (7) ‘DY REpng reuossaruo) g J0 sworsiaoad 110 ST [ se My pikg gt 0y Kdde (1)
ueo uoriow 3».: BRI 20€ SIEIS Ou §y ee.aumsvszegx.%l&.sz O 20A JATMULILITE ) SIIIMDOI HONIONE SIATEM [NYSSIOONS © "SIMy Pakg N J9puny

“SSIUSNOOTRITXD FUTRLINIP OF PN ) 0F FWONAI0X HYII0ds YLy 3108 Iy Pakg oq)
‘Anmoog [e0g W) s38awyd spEImwoods  (9)
10 ‘2UMSEINT VOTIINOAS ) 4Q PAIIA0O 300W) PROLIY JEHA (838 © 50§ NOYSP ) eI pmom  (5)
o

*SUOIONISU S Yim 2ouensod By 0w § 333!_2.:2:3;28!{.3&. @
. sAuymo wij SBueyd © 20npoxd 1ou s0p (1)
1 1 iy pIkg S 3IPUM INEOTRIIXS S¥ popswiias sy uosaod Y

"OIIN) STERUPUIUIE A0t 0 U0 JO VOILIIPINICO J8q 03 20 DO LA J0UIATHE0S € JO AMSERT
HONPIEE00) B 1 (33quin dul) pue 3fed 4q 30 *19QUING UOIKIIS 30 AN Agi poreudiisop se) suoisiacad 210ul 20 U0 PMUIS 0) 3G Aews Iy Prig y) 2pum 3000 J0 Pnod € Jo kGO Y |,

LT-S¥



195

CRS-28

APPENDIX A. Text of the Byrd Rule
(Section 313 of the Congressional Budget Act of 1974)

EXTRANEOUS MATTER IN RECONCILIATION LEGISLATION

Sec. 313 (a) In General. — When the Senate is considering a reconciliation
bill or a reconciliation resolution pursuant to section 310, (whether that biil or
resolution originated in the Senate or the House) or Section 258C of the Balanced
Budget and Emergency Deficit Control Act of 1985 upon a point of order being made
by any Senator against material extraneous to the instructions to a committee which
is contained in any title or provision of the bill or resolution or offered as an
amendment to the bill or resolution, and the point of order is sustained by the Chair,
any part of said title or provision that contains material extraneous to the instructions
to said Committee as defined in subsection (b) shall be deemed stricken from the bill
and may not be offered as an amendment from the floor.

(b) Extraneous Provisions. — (1)

(A) Except as provided in paragraph (2), a provision of a recongiliation bill
or reconciliation resolution considered pursuant to section 310 shall be
considered extraneous if sucle provision does not produce s change in outlays or
revenues, including changes in outlays and revenues brought about by changes
in the terms and conditions under which outlays are made or revenues are
required to be collected (but a provision in which outlay decreases or revenue
increases exactly offset outlay increases or revenue decreases shail not be
considered extraneous by virtue of this subparagraph);

(B) any provision producing an increase in outlays or decrease in revenues
shall be considered extraneous if the net effect of provisions reported by the
Committee reportirg the title containing the provision is that the Committee fails
to achieve its reconciliation instructions;

(C) a provision that is not in the jurisdiction of the Committee with
jurisdiction over said title or provision shall be considered extraneous:

(D) a provision shall be considered extraneous if it produces changes in
outlays or revenues which are merely incidental to the non-budgetary
components of the provision,

(E) a provision shall be considered to be extraneous if it increases, or
would increase, net outlays, or if it decreases, or would decrease, revenues
during a fiscal year after the fiscal years covered by such reconciliation bill or
reconciliation resolution, and such increases or decreases are greater than outlay
reductions or revenue increases resuiting from other provisions in such title in
such year;, and

(F) a provision shall be considered extraneous if it violates section 310(g).
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APPENDIX A. Text of the Byrd Rule
(Section 313 of the Congressional Budget Act of 1974)
— continued

(2) A Senate-originated provision shall not be considered extraneous under
paragraph (1)XA) if the Chairman and Ranking Minority Member of the Committee
on the Budget and the Chairman and Ranking Minority Member of the Committee
which reported the provision certify that:

{A) the provision mitigates direct effects clearly attributable to a provision
changing outlays or revenues and both provisions together produce a net
reduction in the deficit;

(B) the provision will result in a substantial reduction in outlays or a
substantial increase in revenues during fiscal years aft r the fiscal years covered
by the reconciliation bill or reconciliation resolution;

(C) areduction of outlays or anincrease in revenues is likely to occur as
aresukofthepmvision.intheevmquwrmhﬁommthoﬁzdbym
pmwmorhkdytobeproposed.cmmhngsonpendmglmmor
relationships between economic indices and stipulated statutory triggers
pertaining to the provision, other than the regulations, court rulings or
relationships currently projected by the Congressional Budget Office for
scorekeeping purposes; or

(D) such provisions will be likely to produce s significant reduction in
outlays or increases in revenues but, due to insufficient dats, such reduction or
increase cannot be reliably estimated.

(3) A provision reported by s committee shall not be considered extraneous
under parsgraph (1XC) if

(A) the provision is an integral part of & provision or title, which if
introduced as s bill or resolution would be referred to such committee, and the
provision sets forth the procedure to carry out or implement the substantive
provisions that were reported and which fall within the jurisdiction of such
comumittee; of

(B) the provision states an exception to, or a special application of, the
general provision or title of which it is a part and such general provision or title
if introduced as a bill or resolution would be referred to such committee.
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APPENDIX A. Text of the Byrd Rule
(Section 313 of the Congressional Budget Act of 1974)
— continued

(c)' Extraneous Materials. — Upon the reporting or discharge of a
reconciliation bill or resolution pursuant to section 310 in the Senate, and again upon
the submission of a conference report on such reconciliation bill or resolution, the
Committee on the Budget of the Senate shall submit for the record a list of material
considered to be extraneous under subsections (b)(1)XA), (bX1XB), and (bYIXE) of
this section to the instructions of a committee as provided in this section. The
inclusion or exclusion of a provision shall not constitute a determination of
extraneousness by the Presiding Officer of the Senate.

©) When the Senate is considering s conference report on, or an amendment
betwecn the Houses in relation to, a reconciliation bill or reconciliation resolution
pursuant to section 310, upon —

)] amofmmmﬁymwmmmm
meeting the definition of subsections (b)(1)}A), (b)(1XB), (bX 1 XD), (bX1XE),
or (b)1XF), and .

(2) such point of order being sustained, such material contained in such
conference report or amendment shall be deemed stricken, and the Senate shall
proceed, without intervening action or motion, to consider the question of
whether the Senate shall recede from its amendment and concur with s further
amendment, or concur in the House amendment with a further amendment, as
the case may be, which further amendment shall consist of only that portion of
the conference report or House amendment, as the case may be, not so stricken.
Any such motion in the Senate shall be debatable for 2 hours. In anv case in
which such point of order is sustained against a conference report (or Senate
amendment derived from such conference report by operation of this -
subsection), no further amendment shall be in order.

! Due to a drafting error in Section 13214 of the Omnibus Budget Reconciliation Act
of 1990, the Byrd Rule contains two subsections (c).
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APPENDIX A. Text of the Byrd Rule
(Section 313 of the Congressional Budget Act of 1974)
— continued

(d) General Point of Order. — Notwithstanding any other law or rule of the
Senate, it shall be in order for a Senator to raise a single point of order that several
provisions of a bill, resolution, amendment, motion, or conference report violate this
section. The Presiding Officer may sustain the point of order as to some or all of the
provisions against which the Senator raised the point of order. If the Presiding
Officer so sustains the point of order as to some of the provisions (including
provisions of an amendment, motion, or conference report) against which the Senator
raised the point of order, then only those provisions (inciuding provisions of an
amendment, motion, or conference report) against which the Presiding Officer
sustains the point or order shall be deemed stricken pursuant to this section. Before
the Presiding Officer rules o*- such a point of order, any Senator may move to waive
such a point of order as it applies to some or all of the provisions against which the
point of order was raised. Such a motion to waive is amendable in accordance with
the rules and precedents of the Senate. After the Presiding Officer rules on such a
point of order, any Senator may appeal the ruling of the Presiding Officer on such a
point of order as it applies to sgme or all of the provisions on which the Presiding
Officer ruled.

(¢) Determination of Levels.. — For purposes of this section, the ievels of
new budget authority, budget outlays, new entitlement authority, and revenue for a
fiscal year shail be determined on the basis of estimates made by the Committee on
the Budget of the Senate.
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[The GAO report is as follows:]

e ated States General Necounting Ofticee
CAO Report to the Honorable

T Richard K. Armey, Majority Leader,
House of Representatives

BUDGET ISSUES

Fiscal Year 1996
Agency Spending by
Budget Function
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GAO

United States
General Accounting Office
Washington, D.C. 20548

N ting and Inf "
Management Division

B-276084
May 13, 1997

The Honorable Richard K. Armey
Majority Leader
House of Representatives

Dear Mr. Armey:

This report responds to your office’s request for information on federal
spending by budget function and subfunction for fiscal year 1996. In the
following appendixes, we display agency spending in terms of gross
obligutions* reported against the broad federal mission areas described by
budget function classifications. As we have suggested in previous products
and testimony,’ examining patterns of spending according to budget
functions provides a starting point for discuasions of government
restructuring and can be useful in identifying possible program overlap by
focusing on which federal agencies are associated with which federal

pr\dxlpmﬂdutbﬂddsuipdondeuhwmm
Il provides a series of tables that classify
dm:wmmwwuuwmmm

information collected and maintained by the Office of Management and
Budget as part of its process to develop the President’s fiscal year 1958
budget. We did not independently verify reported data, although we did

may qverstate boch department and governenentwida totals. Por example, an agency's obligations may
include commitments Tade t another agency, which rmay then be recbligated by the receiving agency
in the same flecal your.

Thia report updatas s series umnmnummmn
Governmantal Affairs, in 1908, See Governmant Rastru ng Potential Duplication in
Fedaral Mismons and Ap 3 sl

In this repart, the term “subdepasunent” generally refars to -
-mmumuwwmmm-mus
Postal Service or the Federal Maritime Comynission.

Paga GAIVAIMD-37-06 Piocal Toor 1996 Spending
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reconcile total obligations for departments and agencies to published.
sources.

Appendixes [T and III provide first-level observations on who does what
within the enormous complexity of federal missions and organizationa.
This perspective can be sugimented by linking these department and
subdepartment summaries to the account-level detail provided in our

mm&m%n_nol&_ﬂﬂmmelm
(GAVAIMD-97-66, April 1807). And, for additional detail, the budget account

me@mmmmm“dm

Management Reform Act of 1964), and in the February 1998
governmaentwide performance plan, which is required by the Govemment
mmmmmmdumww
arraying spending by function include the following.

Mast federal departments and agencies addreas more than one mission.
are; in fact, most made obligations in 1996 to three or more budget
functions. If the analysis is continued to subdepartments and
subfimciions, the picture is often more complex. For example, the
Department of Health and Human Services has about a dozen

Elementary,

Focusing on the missions of government, rather than federal
organizations, produces a similarly intricate picture. Excluding Social
Security, Medicare, and Net Interest, 6 of the remaining 15 budges
functions are addressed by six or more executive branch departments and
major agencies. For example, seven major federal organizations made

Page d GAOVAIMD-07-06 Flseal Year 1904 Spending
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obligations in 1996 to the Natural Resources and Environment mission
area and seven to Community and Regional Development.

Lastly, in nominal dollar terms, the significance of a department to a
mission area, or of a mission area to a department, varies considerably.
Spending for the Transportation mission area, for example, is almost
entirely within the Department of Transportation, which is also associated
with that mission area almost exclusively. However, the Department of .
Agriculture, with nearly two dozen subdepartments addressing 16 different
subfunctions, presents a different picture. The Department is responsibie

for almost all spending in the Agriculture function, but haif of the
Department's obligations are associated with a different function and
subfunction (Food and Nutrition Assistance within Income Security).

Care must be exerciged in drawing specific conclusions from the
information contained in the enclosed tables. All of these data are
reported as part of the annual executive budget formulation process; none
of the datt are audited. Additional limitations to note include the
following.

The function classifications can in some cases aggregate very different
activities. For exampie, the Income Security function invoives 15 federal
organizations, but these organizationa are not all dealing with the same
type of “Income Security.” Income Security actually involves three broad
subfunctions: (1) retirement and disability, addressed b: nine different
federal entities, many of which administer separate employee pension
programs; (2) cash assistance, provided by five federal organizations; and
(3) housing, food, and nutrition assistance programs, concenwrated in two
major departments spread across seven components with some small
participation by two independent agencies.

A specific function or subfunction may not fully encompass a set of
logically related activities. For example, the Commerce and Housing
Credit function does not include the Housing Assistance subfunction,
which is in Income Security. Similarty, the Income Security function does
not include, for example, Social Security or Income Security for Veterans,
Subfunctions are based on a variety of organizing themes. Some are based
on divisible segments of broad mission areas (e.g., Water Transportation),
some on a set of related activities (e.g., Health Care Services), and some
on common functions (e.g., Central Fiscal Operations).
Althwgheachfeduﬂacdvityilpluedinahmcﬁonﬂmbmdeﬂmim
most important purpose, there is discretion when coding an individual
budget account against the function categories. If the account finances
activities in two or more subfunctions within a single function, the general -

Page 3 - GAVAIMD-97-36 Fiscal Year 1956 Spending
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function code is used; if the account is associated with two or more
functions, a general multi-function code is used.*

We are sending copies of this report ta the Chairmen and Ranking
Minority Members of the Senate Committee on Appropriations; Senate
CommmeeontheBudget;SemmComtutteeonGovemmenulAﬂair:
House Committee on Appropriations; House Committee on the Budget;
HomeComnuaeeonGovemnu\tRe!omaMOwMt;mdodm
interested parties. Wewﬂlahomakecobmwnhbletoou\enmmqm

Wewillconﬁnuemworkwnhmomcetopmvidedmelyinfomnnon
mmumummmmummwmpm
call me at (202) 512-9573. The major authors of this correspondence were
Michael J. Curro, Assistant Director, who can be reached at

(202) 512-2981; Laura Hamiltor; and John Mingus.

Sincerely yours,

Bl 4 Fonse.

Paul L. Posner
Director, Budget [ssues

Where e's obik were d to more tham one i we the
émnmh—-whum-nmmum .
lacking gross budget we the on the same tage basis 28 rep

for the accouNt’s groes outispn.

Page & GADVAIMD-07-38 Flosal Year 199¢ Sponding
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Description of Budget Functions

Function C

National Defense (050)
States, including raising, equipping, and
maintaining of armed forces; development
and utilization of weapons systems; direct
compensation and benaiits paid o active
military ang civilian personnel; defense
research, development, tasting, and

jon; and

stockpiling, and other activities undertaken
to directly foster national security.

Common defense and sacurity of the United Departrment ot Defense—Military (051}

Atomic Energy Defense Activities (053)

Defense-reiated Activities (054)

International Affairs (150) Mail h

and travel Detween the United States and
the rest of the world and promoting
and K

— wa
Humanitanan Assistance (151)

international security
development

Ir Security A
Conduct of Foraign Affairs (153)

Foreign Information and Exchange
Activities (154)

International Financial Programs (155)

(152)

General Science, Space and Ti oy R 10 science and General Science and Basic Ressarch (251)
(250} ressarch activities of the feceral
that are not an integral pant of the programs  Space Flight, Research, and Supporting
conducted under any other function. Activities (252)
Energy (270) Promoting an adequate supply and Energy Supply (271)
appropriate use of energy 10 serve he
needs of the economy. Energy Conservation (272)
Emergency Energy F (274)
Energy information, Policy, and Reguiation
(278)
Natural R and E: (300) O ping, ging, and mai ingthe  Water R {301)
nation's NEtUral re30UrCes and environment.
Consarvation and Land Management (302)
Recreational Resources (303)
- Poliution Control and Abatement (304)
Other Natural Resources (306)
Agriculture (350) Promoting the aconomic stability of Farm income Stabilization (351)
agricuiture and the nation’s capability 1
irain and i or 9 and (352)
production.
- (continued)

Page 8

GAAIMD-0798 Plseal Yoar 1996 Spending
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Appendix 1
of Budget F

Function

Commerce and Housing Credit (370)

Promotion and regulation of commerce and
the housing credit and deposit insurance
industries, which pertain to coliection and
dissemination of social and economic data
(uniess they are an integral part of another
function, such as heaith): general purpose
subsidies to business, including credit
subsidies to the housing industry; and the
postal service fund and general fund
subsidies of that fund.

Mortgage Cradit (371)

Postal Service (372)

Deposit Insurance (373)

Other Advancement of Commarce (376)

Transportation (400)

Providing for the transportation of the
general public and/or its property, whether

Ground Transportation (401)

local or national and regardiess of the Air Transportation (402)
mode of

are ion of facilities: hase of Water Transportation (403)

aqupmnnc resaarch, !umg ang
Other Ti (407)
related to rnmpomﬂon operating
subm for uanspomﬂoﬂ facilities and
lowud the

industry rather than toward business.

Community and Regional O« (450) O of physical faciiities or Community Development (451)
financial infrastructures dosugnod to
viable Area and Regional Deveiopment (452)
Disaster Relief and Insurance (453)
Education, Training, Empioyment, and Promoting the ot Qe and €l y. Secondary, and Vocational
Social Services (500) skills, enhancing and Education (501)
empioyment opportunities, protecting i
workplace standards. and providing Higher Education (502)
services to the needy.
F Education Aids
R (503)
Training and Employment (504)

Other Labor Services (505)
Social Services (508)

Heaith (550) - other Medicare whose basic  Health Care Services (551)
pUrpose is to promote physical and mental
heaith, including the prevention of iliness Health Research and Training (552)
and accidents.
Consumer and Occupational Health and
Safety (554)
Medicare (570) Federal hospital insurance and federal Medicare (571)

P \ f along
with general fund subsidies of these funds
and i i

Page ®
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T Appendix |

Deseription of Budget Functions

Function Description Subfunction

Income Security (600) Support ding i Generai f and Disability

h for g Social Security) (601}

whom no current service is rendersd.
Included are retirement, 3 Federal Employee Retirement and
unemployment, weifars, and similar Disability (602)

Unemployment Compensation (603)

'Houlmgmmn(sm)
Food and Nutrition Assistance (605)

Other Income Security (809)

Sociai Security (650)

Sociai Security (851)

Veterans Benefits and Services (700)

not an integral past of the costs of national
defense.

income Sacurity for Veterans (701)
Yetsrana Eaucaton, Training, and
Hospkal and Medicel Care for Vatersna
Veterans Housing (704}

Other Veterans Benefits and Services (705}

Administration of Justice (750)

anmmmm

rights), rMIubn mﬁmd
criminals, mnmmﬁ

Federal Law Enforcement Activities (751)

Federal Litigetive and Judicial Activities
(752)

Federal Comrectional Activities (753)
Criminal Justics Assistance (754)

General Govemment (800)

wwmawm
mmwam
fisca,

mwdmmm
mmMnmmm

Legisiative Functions (801)
Exacutive Direction and Management (802)
Central Fiscal Operations (803)

Genersl Property anct Records
Management (804)

Central Personnal Management (805)
General Purpose Fiscal Assistance (806)
Other General Government (808)

Deductions for Offsetting Receipts (809)

Page i0
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Appendix |
. of Badgee
Function Description S
Net interest (900) Transactions which directly give riss to interest on the Public Debt (901)
interest payments or income (lending) and
the genaral shortfall or excess of cutgo over  interest Received by On-Budget Trust
income arising out of fiscal, monetary, and  Funds (902)
other policy considerations and leading to
the creation of interest-bearing debt Interest Received by Off-Buaget Trust
instruments (normaily the public debt). Funds (903)
. Other Interest (908)
L d Otfsetting Receipts (950) o Q receipts that are not i as’ wioyer Share, E: Reti (on
deductions from outiays in the applicable Budget) (951)
function or subfunction, sbove, anc are
“undistributed.” . Employer Share, E; Y (oft
Budger) (952)
Rents and Roysities on the Outer

Continental Sheif (353)
Sales of Major Assets (954)

Other Undistributed Offsetting Receipts
(959)

Note: Subfunction code 990 is assigned 10 Those DUGQE SCCOUNS Whose activities are
tunclons.

2880Ci8INd with two of More
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Budget Process Seminar
September 26, 1997
Subcommittee on Legislative & Budget Process
Biographies of Briefers

Robert Keith, CRS

Bob Keith, who has been with CRS since 1974, is a Specialist in American
National Government in the Government Division. He specializes in the area of
Congressional budgeting and legislative procedure. Bob was detailed twice to the
House Rules Committee in the late 1970's and early 1980's and once to the
Congressional Budget Office in 1988.

James V. Saturno, CRS

Jim Saturno is a Specialist on the Congress in the Congress Section of the
Government Division of the Congressional Research Service. His area of expertise
is legislative procedure, especially the federal budget process and budget process
reform. His work has appeared in Legislative Studies Quarterly, and the
Encylopedia of the United States Congress. Prior to coming to CRS in 1986 he
received his BA at SUNY University at Albany and his MA at the University of
Rochester where he also as an instructor. In 1987 he served as a consultant to the
Center for Responsive Politics for the preparation of Congress Speaks — A Survey
of the 100th Congress. In 1993 he was detailed to the Joint Committee on the
Organization of Congress as a consultant on the budget process.

Sue Irving, GAO

Sue Irving is Associate Director for Federal Budget Issues at the GAO. As
such she co-directs the agency’s work on budget structure, budget process, long-
term issues in the budget, and interaction of the Results Act and the budget process.
Among the issues on which the group has worked are the implementation of credit
reform, the linkage of budget and accounting, how to increase recognition of long-
term commitments in the budget process, and the design of a budget structure to
increase recognition of important choices. Sue has worked in the U.S. Senate, at
the Council of Economic Advisers, and in the nonprofit sector. She has testified
on budget process before the House Rules Committee, the Senate Governmental
Affairs Committee, and the House Budget Committee.
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James Reid Horney, CBO

Jim Horney is Chief of the Projections Unit in the Budget Analysis Division
of the Congressional Budget Office. He received an A.B. in History from Harvard
College and a Ph.D. in Government and Politics from the University of Maryland.
After two years as an assistant professor in the J.L. Kellogg Graduate School of
Management and the Political Science Department at Northwestern University, he
spent a year as an American Political Science Association Congressional Fellow
and eight years working in various positions for the Committee on the Budget and
Committee on Rules of the U.S. House of Representatives. Just prior to coming
to CBO in March 1992, he was an Assistant Director for Budget Issues at the
General Accounting Office. .
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[Whereupon, at 11:05 a.m., the subcommittee was adjourned.]

O
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